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_ THE OUTLOOK 


The Net Result ey 1916— Where Our War Profits Went— 
Effect of High Price Level—Preparation for Peace 
_ Read ijustment —The Prospect 











HE year 1916 was the most eventful ever experienced in the field of 
American industry and finance. The tremendous war demand for our 
products, at prices that would be prohibitory in times of peace, caused 

a sensational piling up of wealth such as has never before been witnessed 

and very possibly never will be again. 


The End-of-the-Year Position 


HE markets were necessarily affected by this condition. It produced easy 

money, a firm bond market and an active stock market. For the year as 

a whole, however, neither bonds nor stocks made much actual progress towards 

higher prices. An average of ten high-grade bonds stood at 91.8 last January 

and at 93.5 at the end of December. An average of 50 leading stocks began the 

year at 90, fell to 81, rose to 102, declined again to 84, and ended the year only 
a point or two from its starting-point of last January. 

The volume of general business moving at the end of the year was approxi- 
mately 1214 per cent. greater than at the beginning, as measured in quantities, 
not dollars. The number of dollars’ value of business per week increased much 
more than that, because of the great rise in general prices. The price level rose 
about 28 per cent. from December 1, 1915, to December 1, 1916. For that 
reason it is useless at present to try to measure business conditions by bank 
clearings or other customary measures that are expressed in dollars. 


Where Our Wealth Has Gone 


HIS abnormal increase in our wealth has gone into various channels. Some- 
thing like $300,000,000 more gold is being used in trade, largely, of course, 
in the form of gold certificates. A great deal more money is needed in people's 
pockets and in merchants’ tills because of higher prices. About $240,000,000 
more gold was absorbed by the Government, the Federal banks and other 
banking institutions. We bought $1, 400,000,000 worth of foreign government 
bonds. We took back approximately $1,000,000,000 of our own securities 
formerly held by foreigners. 
Of the total of our favorable balance of trade, we received about one-sixth 
in the form of gold and the remaining five-sixths in securities, either our own 
or the issues of foreign governments and municipalities. 
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A Creditor Nation at Last 


HE purchase of this tremendous amount of securities from abroad last year 

means that in the future we shall be about $120,000,000 a year better off 

in the matter of interest payments—in other words, we shall save that much 
yearly, like a farmer who lifted his mortgage. 

When this saving is added to that made in a similar way in 1915, it un- 
doubtedly means that hereafter, instead of having to send interest money abroad 
every year, we shall receive a net balance of interest; so that we may properly 
be called a creditor nation. 

In the early months of the war a good deal was said about our becoming 
a creditor nation, but then it merely meant that we were beginning to lend 
abroad. We still owed a great deal more yearly interest than we received. 
The possibility of our shifting the balance so that we should receive more 
interest money than we paid out was regarded skeptically by bankers, and 
rightly so, because the war might end at any time. Nevertheless, it has come 
to pass and it will have a very important influence on the future history of 
this country. 

The wealth that, under peace conditions, we might have perhaps accumu- 
lated in a decade, we have obtained in two and a half years of war. It is 


difficult to realize the situation. 
The Adverse Side 


THE dangers arising out of this unprecedented prosperity come principally 

from the great rise in all prices. Europe has been in no position to haggle 
with us over prices. It has been for the most part a question of getting the 
goods at any price. 

The result is that our price-level has become greatly inflated, when meas- 
ured by any sort of peace conditions. Steel at $75 a ton and copper at 35 cents 
or even 30 cents a pound can never endure under peace. These are war prices, 
and everybody sees plainly that they must come down when the war is over. 

The same thing is true of labor. The U. S. Steel Corporation raised wages 
33 per cent. during 1916 and other enterprises similarly, though not so much 
on the average. There is no probability that such wages can be paid perma- 
nently. But when once wages are up it is a very painful and difficult matter 
to get them down again. Workmen naturally resist such a movement to the 
extent of their power. Hence it is likely that only a part of this big increase 
in wages will be lost when peace comes. Our business men will have to reckon 
with a higher labor cost in future. 


Effect of Falling Prices 


FALLING prices are never accompanied by what we call “prosperity.” They 

benefit certain classes, those with fixed incomes, those whose salaries have 
not risen, wage-earners who keep their jobs and whose wages do not decline 
as fast as the cost of living. 

But declining prices are hard on the business man, because hardly any 
kind of business can be handled without carrying a stock of goods, and when 
prices are falling the value of this stock is constantly being reduced. 

Moreover, when prices are falling hardly anyone wants to buy. We have 
frequent illustrations of that on the stock exchange. Once a bear market de- 
velops, no one appears to care anything about fundamental values—at least, 
until prices are considerably below the normal plane of values. 

e same thing is true of steel, copper or any other commodity. When 
prices fall, no one wants to buy until the bottom has been struck. That causes 
a sharp falling off in demand, and therefore dull business. It is inevitable, 
because this kind of speculation is inseparable from all business operations. 
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The Saving Feature 


THE saving feature in the situation is that the inevitability of falling prices 

is so generally recognized. There has been a steady increase in actual 
consumptive buying, because the people have had larger incomes with which 
to buy but outside the stock market * has been very little speculative buy- 
ing, very little stocking up with goods, very little anticipation of future needs. 
Conservatism has been constantly preached by bankers, by the big wholesalers, 
and by business men in nearly every line of trade. 

Even in the stock market our speculative flurries have been temporary. 
The boom in war stocks in 1915 was very largely undone in the first half of 
1916, and in December many of them declined still further. The general public 
speculation which arose in August to November, 1916, collapsed like a pricked 
balloon in December. 


Readjustment Will Not Be Severe 


READJUSTMENT must come with peace and very likely before peace. The 

beginning of the war found us entirely unprepared. It was a thunder-clap 
out of a sky that apparently contained few clouds. But peace will find us 
nearly all as well prepared as it is possible to be. 

We cannot anticipate the readjustment to such an extent as to prevent it. 
While war lasts, prices must remain high; and therefore when the war ends 
they will have to come down. There is no way of preparing for that—except, 
indeed, selling stocks short against necessary purchases of commodities, and 
very few will do that. 

But so far as preparation is consistent with the handling of present busi- 
ness, the country will be pretty well prepared. For that reason the readjust- 
ment which will follow will not be severe. The transfer to peace conditions 
will be comparatively easy. 


Mean Time the War Goes On 


(THERE seems to be little enough justification for any immediate expectation 
of peace and therefore general business is little affected by efforts in that 

direction. It is the stock market, which discounts even possibilities, as well as 

probabilities, that has suffered from the remote approach of peace. 

But with every month of war, peace is nearer. More than that, its rate of 
approach must be faster and faster as the months pass, because of the steady 
exhaustion of the contending nations. Hence the market is not likely to forget 
its recent peace jolt. It may be temporarily crowded out of sight, but it will 
lurk in the background of our thoughts. 

For that reason many now believe that the climax of our war boom in 
the stock market is past; that while the upward movement may be resumed, it 
will not again attract such a big public following or reach such a high general 
level of prices. That can hardly. be definitely predicted, because the war is 
now as heretofore the uncertain factor in the situation; but it is certainly true 
that in both stocks and commodities there are many indications that the climax 
has probably been passed. 

The Prospect 


T present the market gives no indication of a broad movement in either 
direction. Liquidation has been heavy, yet not as thorough as it is at the 
end of a prolonged bear market. Loans on stock exchange collateral are still 
large as compared with any similar conditions in the past. On the other hand, 
most of those who are still carrying stocks on margin are amply able to pro- 
tect them. The technical position is pretty well balanced and in the absence 
of sensational news the market is likely to have a period of rest before a broad 
swing in either direction. 











WHAT ARE STOCKS WORTH ON PEACE BASIS? 


Revaluation of Securities Necessary—War Earnings and In- 
creased Equities—Values Versus Selling Prices—Out- 
look for Railroad Stocks 





By FRANK E. SEIDMAN, M.C.S., C.P.A. 





ECENTLY we witnessed a demor- 
alization of quoted values on the 
-~New York and other stock ex- 
changes, which was comparable only to 
that which we experienced at the out- 
break of the war. This decline, as in 
the case of the pre-war decline, was di- 
rectly due to the fact that the market 
was more influenced by the elements 
of supply and demand than it was by 
intrinsic values of stocks. 

In the frenzy of a selling movement, 
speculators, and sometimes investors, 
throw their stocks overboard, either 
because of forced sale by lack of funds, 
or because they are frightened into sell- 
ing on account of possible further de- 
clines. So, as the volume of offerings 
increases and precipitated declines are 
recorded, demoralization results. To 
this is added the psychological effect 
on the investor who has ample funds 
awaiting commitments. He becomes 
timid in the face of a rapid decline and 
does not dare purchase securities for 
fear that a loss will be immediately in- 
curred through further declines. 

This was the case with our market 
during the recent peace scare. We saw 
quoted values break five to ten points 
between sales and quotations for se- 
curities being cut from 25 per cent. to 
50 per cent. of their previous prices, 
irrespective of whether or not their in- 
trinsic values warranted such cuts. 


Room for Re-valuation 


Wit&ggut doubt, there is plenty of 
room for a re-valuation of most of our 
securities with the return of peace. 
There is no question that during our 
over-optimistic discounting of war 
profits, some stocks have risen to 
ridiculous figures. On the other hand, 
it is also evident that quite a few com- 
panies have enjoyed large profits dur- 
ing the past two years, and for that 
reason, it cannot be stated that the re- 


turn of peace should cause stock prices 
to return to the same level as before the 
war. 

It is, of course, not possible to say 
exactly how much industrial stocks are 
worth, should the war stop in the near 
future. So many phases of economic 
conditions influence prices that one 
cannot state any exact figures as to 
what effect the post-war conditions will 
have on stock values. 

In the compilations herewith an at- 
tempt has been made to calculate pres- 
ent values of securities on a basis of 
prices prevailing before the war. In 
other words, the market values of stocks 
before there was any intimation of the 
possibilities of war, has been taken as a 
base, and with that, present values are 
computed. 

In this table the first column, which 
represents the approximate selling price 
before the war, is made up of the aver- 
age price at which these securities sold 
between January 1, 1914, and July 1, 
1914. It will be iemembered that the 
first intimation of war came after July 
1, 1914. Also that during the first half 
of 1914, security markets were de- 
pressed and consequently stock prices 
were considerably lower than in the 
previous year. So that it is probably 
conservative to take these prices as a 
basis of value of stocks before the war. 

In order to arrive at the increment 
during the war, we have computed the 
profits applicable to securities listed 
(estimated to December 31, 1916, for 
industrials and actual up to June 30, 
1916, for railroads) made during the 
war. To arrive at the present value of 
securities on this basis it is necessary 
to deduct whatever payments were 
made out of these profits in dividends, 
etc. The net difference between net 
earnings and dividends paid out, repre- 
sents the added equity to stocks during 
this period. So that if a security sold 
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for $100 a share previous to the war and 
earned net after dividends $25 during 
the two years, on this basis of calcxla- 
tion, it is worth $125. This is on 1..e 


return of peace, at least the same rate 
as was earned on the capital investment 
previous to the war. 

As an instance, take the United States 








ESTIMATED VALUE OF LEADING STOCKS ON A PEACE BASIS. 
Industrials. . 


ximate Est.earngs. Dividends 
: - } - 


uring war. during war. 


seer e Re eER SE SE 


Writing Paper pfd. . 
*Anaconda Copper ......... 
Atl, Gulf & W. I. Lines... 
Baldwin Locomotive 


Chino Cop 
uel 
Steel 


Colorado 
cible 


Int. Mere. Marine pfd 
National Lead 
New “York Air Brake 
*Philadelphia Co. .......... 
Railway Steel Springs 
Republic Iron & Steel 
Sloss-Sheffield Steel 
Studebaker Corporation ... 
Texas Company 
United Fruit 
United States Rubber 

- “ Steel 
Utah Copper (par $10) .... 


Western Union 
*Westinghouse E. & M 


*Par $50. 
aBack dividends on 
b After deducting ba 


Approx. value of Recent 
stks.basedon _ selling 
pre-war prices. 

ll 

80 

62 

59 

54 

49 

47 


103 


paid 

prices. 

a 28 
$9 


referred consumed all earnings on common. 
dividends on preferred. 








assumption that the $25 added equity 
will have the same earning power as 
the original $100 valuation that the 
Stock enjoyed before the war. 

It is unquestionably fair to assun‘e 
that the reinvested earnings made dur- 
ing the war period will earn, with the 


Steel Corporation. Up to the beginning 
of the war, this company earned an aver- 
age of about 12% a year on its actual in- 
vestment. The United States Steel Cor- 
poration during the war period has so 
far earned somewhere about $200,000,- 
000 net after dividends. So that an 
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added capital investment of $200,000,000 
will be the result to the Steel Corpora- 
tion if the war should stop in the near 
future. If we assume that this $200,000,- 
000 will earn at the same rate as the 
assets used by the company before the 
war, then it is fair, in order to arrive at 
what steel common should sell for today, 
to add on to the pre-war selling price of 
Steel common, these added assets, be- 
cause they carry the same average earn- 
ing power. If, therefore, United States 


values in the fourth column of the above 
tabulation represent the valuation of se- 
curities both from the point of view of 
assets and earning power. 


Comparison of Value and Selling Prices 


It is interesting to compare these 
values with present selling prices, which 
we have done in the above tables. As 
will be noted, all the industrial stocks are 
selling above these computed values, with 
the exception of American Can, Bethle- 








RAILROADS 


Approximate Earnings 
per share 


during war* 


selling price 
before war 


Atlantic Coast Line 
Baltimore & Ohio 
Canadian Pacific . 


cos Northern pfd. ........ 
Kansas City Southern 

New York Central 

Norfolk & Western 


ad Pacific 
Southern Railway 
Union Pacific 


*From June 30, 1914 up to June 30, 1916. 
x Par value, $50. 


Approximate 
value of stocks, 
based on Present 
pre-war price selling price 
109 104% 
129 118 
95 844% 
251 
69 
103 
36 
132 
30 
110 
115 
60 
91 
99 
30 
165 


Dividends 
paid dur- 
ing war 








Steel common was worth an average of 
$62 a share before the war and if each 
share of stock got an added equity in 
assets of $48 during the war (the dif- 
ference between net earnings and divi- 
dends paid out), then the value of Steel 
common at present, both on an asset and 
earning basis, is $110. In the case of 
the Steel Corporation it is undoubtedly 
ultra-conservative to take pre-war earn- 
ings as a basis for post-war profits. There 
is no question that a considerably larger 
rate of earnings will be made on capital 
investment in the steel business after the 
_war than was made previously. 
Although in other companies larger 
earnings on capital investment after the 
war may not materialize, yet it is prob- 
ably fair to assume that reinvested capi- 
tal will command at. least the average 
earnings of previous years. So that the 


hem Steel, International Mercantile 
Marine preferred, United Fruit, United 
States Rubber and United States Steel. 

In the railroad list, quite the reverse 
condition is evident. Practically all rail- 
road securities are selling below their 
valuation on a peace basis. 


Possibilities of Railroad Stocks 


While no one can say when peace will 
come, yet when it does come it seems 
that a readjustment of stock values must 
take place on a basis of equity and earn- 
ing power. If this assumption is correct, 
the possibilities of increment in the fu- 
ture lie apparently in the railroad list, 
rather than in the industrials. Not only 
on the basis of earnings and equity, but 
on the basis of “peace stocks,” railroad 
securities have the brighter outlook. 

Undoubtedly a slump in business after 
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the war will hurt the railroads by reduc- 
ing the volume of freight tonnage, but 
on the other hand, a fall in the price of 
goods, which will probably result from 
the cessation of war, should help the 
railroads. This is a very important con- 
sideration. The railroads are in the po- 
sition of having a fixed selling price for 
their services and a variable cost for 
rendering it. During the past two years 
the railroads have received practically 
no increases in freight or passenger rates, 
whereas the cost of rendering their serv- 
ices has been increased substantially, due 
to the high prices for material, labor, etc. 
As soon as the war terminates, there 
will unquestionably be a decline in the 
cost of steel rails, coal, labor, etc., and 
as a result, the cost of maintaining and 
operating a railroad should be very much 


lower than under present conditions. On 
the other hand, freight rates will surely 
not be reduced, and there is even a prob- 
ability of their being increased. So that 
in all probability, what the railroads will 
lose with the return of peace from de- 
creases in gross business, they will make 
up, at least in part, by the decreasing cost 
of rendering the service. It seems, 
therefore, that the reduction of prices 
which will operate toward reducing prof- 
its of industrial concerns will increase 
profits of transportation company. 

It is therefore advisable to pay increas- 
ing attention to railroad securities. It 
will not be at all surprising if, in the next 
year, we have an active railroad security 
market and a stagnant industrial security 
market, just as we have had the reverse 
in the past year. 








The Nation’s}Need 


We need a physical preparedness. We need a prepared- 
ness in a military way, if you will—I believe we do, far be- 
yond anything we have got—we need preparedness in indus- 
try, and most certainly we need preparedness of the arteries 
that carry the life blood of the country. But above all, we 
need a moral preparedness that is going to see things as they 
are, clearly, guided by right economical thought, that is go- 
ing to have the moral strength and fibre to form right judg- 
ments, that is going to have the moral strength and fibre to 
undergo any sacrifice to uphold right judgments, that is go- 
ing to have the moral courage not to temporize, not to trade 
for momentary advantage. We need a moral preparedness 
that will give us in the end a public opinion which will de- 
mand from the Government sound economic legislation, 
which will demand from labor a recognition of its proper 
duties and responsibilities, and which will demand from 
capital fair and honest co-operation in its relation to em- 
ployees and to the public, and for capital a just participation 
in the success of business.—Frank A. Vanderltp. 





———...____ 














What Are the Railroads Worth? 


An Account of the Progress of the Work of Railroad Valua- 
tion and of Some of the Differences That Have Developed 
Between the Federal Department of Valuation (The In- 
terstate Commerce Commission) and the Railroads 





By RICHARD HOADLEY TINGLEY, Valuation Engineer 





5 ee work of valuing the railroads by 
the Federal Government has now 
been in progress for something 
more than three years, and tentative re- 
ports on the results reached are begin- 
ning to come in. It seems fitting, there- 
fore, at this time to take a brief review 
of the situation. It will be instructive to 
discuss some of the theories and prin- 
ciples upon which valuations, as mod- 
ernly interpreted, rest: to bring out some 
of the differences of opinion that have 
developed between the Department. of 
Valuation of the Interstate Commerce 
Commission and the representatives of 
the railroads regarding not only the re- 
sults thus far reached and reported but 
the application of these theories and prin- 
ciples as well, and to give an account of 
the progress of the work up to the 
present time. ; 


Pro and Con Parties 


There are many people who believe 
that the valuation work will never be 
finished. They further believe that no 
substantial results can be reached that 
will be commensurate with the labor and 
expense involved. They argue that the 
work can never be brought to a con- 
clusion, and that it will eventually resolve 
itself into an endless chain. In the years 
that must elapse before it can be com- 
pleted, the work done in the early stages 
will have become ancient history and will 
have to be done over again, and so on 
indefinitely. 

On the other hand, there are those who 
see, in the results to be obtained, a solu- 
tion of all the troubles of railroad regu- 
lation that have been worrying the ship- 
pers, the railroads, the commissions and 
the public for so many years. They 
hope to find, in the valuation result, suff- 
cient information as to “fair valuation,” 


so that regulating bodies may be able 
definitely and finally to fix upon a “rea- 
sonable rate of return.” 

In what follows it will readily be seen 
that the time has not yet arrived to de- 
termine which of these views is more 
nearly correct. 


Valuation Act 


The act authorizing the Interstate 
Commerce Commission to undertake the 
work of valuation was passed by Con- 
gress on. March 1, 1913. Under its pro- 
visions the Commerce Commission was 
instructed to ascertain and report in de- 
tail as to each piece of property owned 
or used by the Common Carrier, for its 
purposes as a Common Carrier: 

“The original cost to date, the 
cost of reproduction new, the cost of 
reproduction less depreciation and 
an analysis of the methods by which 
these several costs are obtained, and 
the reason for the differences, if 
any.” 

The Commission was also directed to 
report separately on other values or ele- 
ments of value, as well as on the finan- 
cial history of each carrier property : its 
debt obligations, its earnings and _ its 
operating expenses. 

It will thus be seen that when all of 
this information has been assembled, di- 
gested and tabulated, sufficient data will 
be at hand regarding each and every car- 
rier, so that a most complete commercial, 
as well as purely physical, valuation can 
be had. 

At the hearings that took place before 
the Committees on Interstate Commerce, 
both of the Senate and the House, it de 
veloped that the railroads were not in 
favor of the passage of the act. Repre- 
sentatives of the Carriers appeared at the 

hearings in considerable force; first, to 
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oppose its passage, and afterwards, when 
it became apparent that opposition was 
of little avail, in an endeavor to have the 
act worded in such a way that, so far as 
possible, it would cover the ground in a 
manner satisfactorily to their point of 
view. 


“Value” and “Physical Value” 


In all of the agitation that led up to 
the passage of the Valuation Act, the 
terms “Value” and “Physical Value” 
were much to the front in discussions as 
to their definition and meaning. A 
“Physical Valuation” of the carriers 
property was proposed. It was expected 
to arrive at this by taking an inventory 
of the various items and things that go 


but the price a buyer is willing to pay 
for the going property as a whole, hav- 
ing in mind its utility, what it earns and 
what it is likely to earn in the future. In 
support of this theory of value the now 
famous Supreme Court Decision in the 
case of the C. C. C. and St. L. R. R. vs. 
Backus is quoted: 

“But the value of property results 
from the use to which it is put, and 
varies with the profitableness of that 
use, present and prospective, actual 
and anticipated. There is no pecun- 
iary value outside of that which re- 
sults from such use.” (154 U. S. 
445). 

It will, therefore, be seen that the 
work of valuation (I shall still continue 








TABLE I 


TENTATIVE VALUATION OF THE TEXAS MIDLAND RAILROAD 
Including its proportionate share of lines jointly owned by it, with the Mis- 
souri, Kansas and Texas; the St. Louis and Southwestern; the Houston and 
Texas Central and the Texas and New Orleans Railways. 


. Length of Main Line, wholly owned by Texas Midland Railroad 
Length of Main Line, owned in connection with other roads 


Cost of repro- 
duction new 


Tentatively reported by Interstate Commerce exclusive of land.... $3,382,004 


Land used for railway purposes 


236,690 
$3,618,694 


Tentatively claimed by the Texas Midland Railroad .... $5,195,149 


Difference between valuation 


Capital stock, issued and outstanding 
First Mortgage, 4% bonds 


Total capitalization 


Excess of I. C. C. Valuation over capitalization 
Excess of carriers. Valuation over capitalization 





$1,576,455 





into the physical plant, and by applying 
market prices to these items, it was ex- 
pected to arrive at “Value.” Many 
economists claimed that the use of the 
word “Value” in this sense was er- 
roneous ; that the value of an article, or 
of a property, was the price it would 
bring when offered to a buyer, and that 
the value of a railroad property, a com- 
pleted, going, earning plant, is not the 
product obtained by multiplying the in- 
dividual separate items involved in its 
make-up, by the market price thereof, 


to make use of this term as ordinarily 
understood, or misunderstood) was be- 
gun with a misconception of terms; a 
misconception that has never yet been 
remedied. The carriers claim that a 
Commercial Valuation only should be 
sought, an appraisal in which inventory 
value should play only a small part; that 
there is no such thing as “Physical 
Value” that can be separated from Com- 
mercial Value; that whatever the uses to 
which the valuation is to be applied, 
whether for rate-making, capitalization, 
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taxation or purchase, a Commercial 
Valuation, in which the inventory ap- 
praisal plays only its small proportional 
part, is the only one that will fully cover 
the ground. 

In the meantime, since the Federal De- 
partment of Valuation is committed 
making an inventory valuation of the 
visible assets, the railroads have organ- 
ized as a whole to watch their interests, 
and to see that justice is done them. This 
duty has been delegated to the Presi- 
dent’s Conference Committee of Trunk 
Lines, and its organization consists of 


ventories have been finished, though the 
vast amount of office analytical work yet 
remained to be done. 

The roads that have been completed 
as to the tentative valuation are: 

The Texas Midland. 

The Atlanta, Birmingham and Atlantic. 

The Kansas City Southern. 

The Norfolk and Southern. 

The Elgin, Joliet and Eastern. 

The San Pedro, Los Angeles and Salt 
Lake. 

The Rock Island. 

On the first two the tentative valua- 








TABLE II 
TENTATIVE VALUATION OF THE ATLANTA, BIRMINGHAM & ATLANTIC RAILROAD 


Length of Main Line, wholly owned by the A. B. & A 


Length of Main Line operated 


Tentatively re 
Land, materi 


Difference between the two valuations 


rted by the Interstate Commerce Commission 
and cash on hand and branch leased ..: 


633,555 miles 


+ 


Cost of repro- 
duction less 
depreciation 

$19,408,810 


Cost of repro- 
duction new 
$24,154,998 

4,877,413 


$29,032,411 


$39,079,260 
10,052,698 


$49,131,958 
$20,099,547 


Capital Stock, Bonds, Receivers’ Certificates and other obligations outstanding as re- 


ported by Interstate Commerce Commission 


$59,565,176 


The carrier admits that the above ($59,565,176)was the correct capitalization as of 


date of valuation (June 30, 1914), but claims that this amount has since 


duced by it to 


re- 
$39,290,000 


Excess of Interstate Commerce Commission estimate of capital over its estimate of 


valuation 


$30,532,765 


Excess of Interstate Commerce Commission estimate of capital over carriers’ estimate 


of valuation 


$10,433,218 


Excess of carriers’ estimate of capital over Interstate Commerce Commission estimate 


of valuation 


$10,257,589 
$9,841,958 








some of their best engineers and lawyers 
specially detailed to this work. 


Mileage Covered to Date 


The last progress report submitted by 
the Department of Valuation was of 
September 30, 1916. At this time 122 
separate roads, large and small, had been 
partly or wholly inventoried. This in- 
volved a total of 132,832 miles of line, of 
which 82,394 miles had been covered. 
By covered is meant that the field in- 


tion showing results in total have been 
made public, as well as the official “pro- 
test” to the same that has been filed by 
the carrier. Preliminary tentative re- 
ports showing methods adopted in detail, 
but without showing summary of results, 
have been published of the next four 
roads in the list above. In each of these 
cases, too, the carrier has filed its pro- 
test. Final tentative reports on these 
properties, showing total comparative re- 
sults, will soon be published, followed 
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closely too, no doubt, by the formal pro- 
test from the carrier, for it seems to be 
a settled fact that the carrier is going to 
disagree with the Department in the case 
of every road that is valued. On the 
Rock Island, no published report of any 
kind is yet out. 

It would be a long task to enumerate 
all of the differences that appear in the 
protests filed by the carriers. Their re- 
cital would be too extended for an article 
of this kind. In a general way, how- 
ever, it may be said that every principle 
and method involved and made use of by 
the Department is attacked by the car- 
rier in its protest, and since the carriers 
are working in close concert, a recital of 
the protests filed in one instance will give 
a fair index to the attitude of the roads 
















(named by the carrier in detail) in its 
inventory of visible assets, that the value 
of its real estate and right of way is far 
in excess of that credited to it, and that 
the Department, in failing to credit it 
with any value, other than that shown in 
an inventory appraisal, (other elements 
of value, as intangible values) has com- 
mitted a grievous injustice to the carrier 
property ; the sum total of which amounts 
to a difference of $1,576,455. 

It is not known just why the Depart- 
ment selected the little Texas Midland 
upon which to make its first furnished 
tentative report. This road, though small, 
and of little account, is well known, how- 
ever, as belonging to the late Mrs. Hetty 
Green. It has often been called the “One 
Woman” Railroad. Mrs. Green owned 








e TABLE Il 
DISCREPANCY BETWEEN THE VALUATION OF THE DEPARTMENT AND THAT 
OF THE CARRIER IN THE CASE OF THE ATLANTA, BIRMINGHAM & ATLANTIC 
RAILROAD IS FOUND IN EVERY ITEM ON THE LIST. THESE DISCREPANCIES, 


SUMMARIZED, ARE: 


























I.C.C, 

Department Carriers’ 

Valuation Valuation 

eet os cena dx tan ass sc Sacnod dxhehseueas toate bedaaewb ade $16,221,729 $21,253,398 
MQURNIE: ch ccacdnt cdeeenes sc suecctecvebveseccsccvetsctedapewees 4,690,424 5,094,535 
Camel SI air ob bc otk chew tens nd oosecensepesecdegebbin 1,633,979 3,710,436 
Land, materials, cash and branch line....................sssee0. 4,877,413 10,052,698 
COON - aE SINE G 65 Coc sins werovenovccenersscncenerens 903,270 1,442,256 
RE Te I Sis v.s.né0-i926nks0s cvceedes cokedeves 705,596 897,252 
ROE INE 6 5b 6 on bids 50 nino 00h bcp 0c vena cdsinoded een No 210,000 
GION daa 5 chines di cod 0600s cbabecssausoubaat value 2,500,000 
Appreciatiom 2.2000. ccecccesccccccccscccecccccenccccsescceees recognized 1,250,000 
COPCOeE GUNNS GOOTINS GORDIE 6 ic 000 icccsncdcccsnencssserestees y 1,576,360 
OEE. wag ddr ehee spats corkscesesGilereveces tacter’s Valuation 123,709 
PURI CIEE Ui se voans Oa cG0bSs focus au evens daeqaekeueewaneee Department 1,021,314 
ai india ak dans dab Vans ebentine ae snapantdepanbndds $29,032,411 $49,131,958 

in all cases. For this purpose the case it and nursed it and operated it for 25 


of the Texas Midland and the Atlanta, 
Birmingham and Atlantic Roads are 
taken, (See Tables I and II). 

_ The wide difference between the valua- 
tion placed on the property by the Fed- 
eral Department and by the carrier itself 
is fully accounted for in the protest filed 
by the latter. Schedules of prices paid 
by the carrier in case of all the items that 
make up the road-bed are from 25% to 
100% higher than those allowed by the 
Department. The carrier, too, claims 
that the Department has failed to take 
into account and to include many items 


















years, and owned it at the time of her 
death. It never paid. Taken as an aver- 
age for the years that Mrs. Green oper- 
ated the property, she received approxi- 
mately eight-tenths of one per cent per 
annum on the money she had invested in 
it, and nothing for her time, her worry 
and trouble in keeping the property from 
doing worse than that. This is one of 
the few instances where Hetty Green 
made a bad investment of her money. 

It will be noted that in neither of the 
cases above do the carriers make an esti- 
mate of the cost of reproduction, less de- 
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preciation though this feature is fully 
covered by the Department. The carrier 
claims that there is no depreciation, so 
long as the property is maintained at 
100% efficiency and is properly kept in 
repair out of earnings. It will also be 
noted that the Department of Valuation 
does not recognize that there are any 
“other elements of value” outside the in- 
ventory appraisal of visible assets in the 
case of the two roads mentioned. The 
Railroad Companies, however, make 
claim to other large elements of value, 
as noted. These two contested items are 
likely to come in for.a great deal of 
future discussion in case of all the rail- 
roads involved. Indeed, they have for a 
long time been moot questions among 
railway economists and _ engineers, 
volumes having been written on the sub- 
jects without either party having con- 
verted the other. 


Final Outcome? 


In view of the development of such 
large discrepancies the questions natu- 


rally arises, “What will be the final out- 


come?” It seems probable that similar 
exceptions will be taken by other roads 
to the figures of the Department of 
Valuation as they come along. These 


reports, however, are tentative only. 
Final reports will be in order at some 
future time. The railroads have pre- 
sented their viewpoint in the protests 
that have been filed. How much weight 
these protests will have with the . Inter- 
state Commerce Committee in making 
the final report is yet to be ascertained. 

The division of valuation has prepared 
its estimates, and will probably con- 
tinue to do so on the lowest basis, leav- 
ing, as required, to the Interstate Com- 
merce Commission, the determination of 
all matters of dispute. The Commission 
has announced that it has not passed 
upon the many questions involved in the 
determination of correct principles and 
methods, but that it will do so in the case 
of the Atlanta, Birmingham & Atlantic 
and the Texas Midland Railroads, and 
that its decisions in these’cases will serve 
as a guide in its future work. It is, 
therefore, to be expected that the Depart- 
ment’s findings in these two cases will 
be materially increased upon its ultimate 
determination of correct principles and 
methods. 

If such findings, however, fail to meet 
with the approval of the carriers, the 
Supreme Court of the United States may 
be appealed to for final settlement. 








DISCOVERY OF 


THE MIAMI MINE 


The story of the discovery of the Miami has been told with an increasing 
number of fancies as the years have gone by, and irresponsible itinerants have 
iven free rein to their imagination. The true account of the find, as vouched 


for by a well-known 
e red iron-stain 


ineer, is as follows: 
hills of what is now Miami had been known for many 


years in the Globe district before anyone considered them worth locating. Late 

in 1906, however, Fred Alsdorf, then a young mining engineer, was attracted 

by the possibilities of discovery on the oi wd and took an option to purchase. 
arke 


A few evenings later, Mr. Alsdorf met J. 
for the General Development Co., and interested him to the 
an option on the property for his company. Incidentally, Mr. 


Channing, consulting engineer 
int of taking 
anning looked 


at the Inspiration property at about the same time, but was more favorably 
impressed with the showing on what later became the Miami. 

3 ge development work started, but ore was slow in showing up. 
At a depth of 190 feet in the Red Rock shaft, the bottom was still in the 
leached zone. At this point Mr. Channing was called to New York and left 
the sinking in charge of Mr. Alsdorf. The latter continued sinking 20 feet 
more and struck the ore body that made the Miami mine.—Engineering & 


Mining Journal. 
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Gold Inflation and Peace 


What Will Happen When the War Ends and the Flood of 
Gold StopsP—Reasons for Present High Commodity 
Prices—Peace Prospects for the Staples 





By W. F. HAMMOND, JR. 





EWS tickers printed recently a 

brief announcement that gold 

. imports, sted $houoey: 1, 1914 

to date, aggregated 067,331. Few 

who read the item gave it more than 

a passing glance, yet in this bare state- 

ment lies the true explanation of the 

sensational advances in the price of 

nearly all commodities and foodstuffs, 
as well as in security values. 

The history of gold, from the dawn 
of civilization, shows that an abund- 
ance of the yellow metal invariably 
spells inflation—first in foodstuffs, then 
commodity prices and, lastly, in wages. 
Security markets are even more sus- 
ceptible to variations in the gold sup- 
ply. As recently as 1907 this country 
had painful knowledge of what a 
scarcity of gold means—“tight money,” 
curtailment of credit, calling of loans, 
panic in Wall Street, factories on short 
time or closed entirely. Now the re- 
verse is seen. The flood of gold pour- 
ing into this country has already 
reached a sum that staggers belief and 
the price inflation produced by it: 
presence is now becoming more and 
more apparent. 

High Food Prices 

Within six months wheat has risen 
from $1.08 to $1.92 per bushel, cotton 
from 12% cents to 21 cents per pound 
and many other commodities in like 
proportion. Of course the actual short- 
tage in the wheat supply was a ma- 
terial contributing factor to the ad- 
vance in that cereal, but we have had 
short crops before without sending 
wheat to $1.92 per bushel. 

Porterhouse steak sells today at 45 
cents per pound, but people buy it quite 


as readily as when it sold at 25 cents, 
because they have the price. Grain 
dealers state that their sales of wheat 
at $1.70 far exceed those when the 
grain was selling around the dollar 
mark, the fear of a real shortage in 
supply making the demand all the more 
insistent. Coal dealers have the same 
experience every winter. With the first 
blizzard, belated buyers clamor for 
coal. Even now, before zero weather 
has really arrived, growing apprehen- 
sion of a coal famine has sent the price 
of anthracite soaring from $7 a ton to 
$12 and upward, and it is not at all un- 
likely that coal will sell at $20 per ton 
before the end of February. 


Small Supplies and Much Gold 


The point to be noted, however, is 
that the high swing of the price pen- 
dulum is only made possible by a con- 
junction of small supplies with much 
gold. If there was a small supply of 
gold and much wheat, the pendulum 
would swing to the other extreme and 
very low prices would follow. With 
the two factors opposed—that is, much 
gold vs. much wheat, or a small gold 
supply vs. small grain supplies—one 
would offset the other and the price 
pendulum would tend to oscillate in a 
restricted arc. 

The public is not yet fully awake to 
the significance of this enormous gold 
supply. Money is plentiful and people 
are spending it freely, with no thought 
of the morrow. It is a poor laborer, 
indeed, whose home does not now 
boast a piano and usually a $100 pho- 
nograph as well, while the proletariat 
has developed over-night an automo- 
bile appetite on a wheelbarrow salary. 
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But with the metamorphosis of lux- 
uries into necessities there is born the 
inevitable demand for higher wages 
and in this way, as experience amply 
demonstrates, prosperity defeats itself ; 
for while. wages are the last to advance 
when pricés go up, they are the first 
to decline when the tide turns. Just 
so long as gold (or its equivalent, 
money) continues in abundant supply, 
prices will continue to advance, be- 
cause people are not only willing but 
eager to buy, when they have ample 
funds to meet the increased cost. At 
the first sign of a falling business ba- 
rometer, however, the manufacturer 
shortens sale by cutting down his over- 
head expense, either by an open cut in 
wages or, what amounts to the same 
thing, by curtailing production. 


Inflation and the Market 


During this same period from July 
to December, the stock market has 
likewise reflected the process of infla- 
tion, United States Steel advancing 
from 83 to 129, Central Leather from 
53 to 123, International Paper Pre- 
ferred from 57 to 109 and other indus- 
trials proportionately. Peace rumors 
caused a temporary collapse in “war 
brides,” but the general upward trend 
of security prices will not be changed 
until there is a reversal in the direction 
of the gold current, which is not likely 
until some time after the European 
war really ends. A heavy train going 
at full speed will continue to coast for 
some distance after the power is shut 
off and our phenomenal railway earn- 
ings may be-expected to continue for 
months regardless of peace probabil- 
ities, 

Predictions come from high quarters 
that cotton will sell at 24 cents per 
pound during the present crop year; 
that cash wheat will reach $2.50 per 
bushel, and that stocks will continue 
to make new high records, with many 
non-dividend payers climbing into the 
ranks of dividend paying stocks. But, 
should peace actually come, what would 
be the effect on our markets, particu- 
larly on cotton prices? 

The immediate effect would be a 
sharp curtailment of the credit and 
purchasing power of the belligerents. 


In time of war, the people rally en- 
thusiastically to the support of their 
government, no matter how huge the 
sums asked for; but once let the war 
end and these same people will refuse 
pointblank to subscribe to new loans. 

Germany, looked upon by the South 
generally, as a compulsory purchaser 
of its cotton after peace is declared, 
has in all probability already bought 
her cotton in this country, and arcund 
ten cents per pound at that, storing it 
here until the embargo is lifted. The 
New York Cotton Exchange includes 
among its members many influential 
Germans and it is wholly unlikely that 
these gentlemen have stood quietly by 
and seen cotton go to a prohibitive level 
without having safeguarded the inter- 
ests of their Fatherland, which will 
need every help in building up its com- 
merce after the war. 

Moreover, with the coming of peace, 
cotton will no longer be required in 
many new lines born of the exigencies 
of war. For instance, great quantities 
of cotton are now consumed in the 
manufacture of coarse cotton sacks for 
potatoes, grain, coal and for furniture 
packing, because of our inability to get 
burlap from abroad. 

And,. finally, with the coming of 
peace, the South will be able to get 
from Germany the potash it so badly 
needs for fertilizer, the lack of which 
has formed one of the strongest bull 
arguments on next year’s crop price. 

The actual termination of the war, 
therefore, may be expected to bring 
about a sudden jump as a result of 
thoughtless public buying, after which 
there should come a deluge of the ac- 
tual cotton from Southern holders, and 
a steady decline. 

Until there is some definite assur- 
ance of peace, however, prices should 
continue to advance, whether for coal, 
potatoes, flour, cotton or stocks; for 
so long as gold continues to pile up in 
this country, just so long is a continu- 
ance of price inflation inevitable. The 
apex will not be reached until the 
golden tide changes, and the ebb and 
flow, the imports and exports, of the 
yellow metal should be closely watched 
in order to determine when to sell. 











What Thinking Men Are Saying 


About Financial, Investment and Business Conditions 





“Higher Mon 
Rates”—J. P. 


James B. Forgan, chairman of the 
First National Bank and one of Chi- 
cago’s leading financiers, in a statement 
reviewing the progress of events in the 
nation at large during the year drawing 
to a close, dwelt at length on the Fed- 
eral Reserve system and the part it has 
taken in-the development of the coun- 
try’s financial resources. Mr. Forgan 
said : 

“The following facts are, I think, signifi- 
cant: 

1. The large fund released for the expan- 
sion of bank credits when the legal reserve re- 
quirements of the banks were reduced two 
years ago has been completely absorbed in the 
enormous expansion which has taken place 
during that period. 2 

2. All the gold imported during the same 
period has been similarly absorbed. 

3. The change ahead of us in the method 
of computing the legal reserves of the banks 
will to a considerable extent have exactly the 
reverse effect to that produced two years ago 
by the reduction in the legal reserve require- 
ments of the banks which released a large 
fund for loaning purposes. = 

These facts and existing conditions lead me 
to the conclusion that expansion of bank cred- 
its cannot continue through 1917 with any- 
thing like the momentum of the last two 
years, and that even with a continuance of the 
influx of gold money rates for commercial 
purposes will rule higher during 1917 than 
they have during 1916.” 


Geo. M. Reynolds 
Urges Moderation 


Writing in Financial America Geo. M. 
Reynolds, president of the Continental 
and Commercial National Bank of Chi- 
cago, says in part: 

“Big problems confront us, and we should 
so conserve our resources as to be able to 
meet them as they arise. We shall not be 
prepared if we run into destructive specula- 
tion or an overextended condition. There 
has never been a time when conservatism was 
so much to be desired as now, not that there 
is imminent danger of signs of immediate re- 
action; quite the contrary, all indications are 
that business will be very brisk for some 
months to come at least. at I would like 
to make clear is that if, under the stimulating 
effect of present prosperity we indulge in pro- 
tracted recklessness, we will be storing up 
trouble for the future. 

One of the problems we must face will be 
the world-wide readjustment of commerce 
atter the war is over, and we must get ready 


organ 


for that work as we approach it instead of 
waiting until the day of action is at hand. We 
have been importing gold in enormous quan- 
tities; no other country ever had as much 
of it as we possess to-day, and as the basis 
of credits it has become a vital part of the 
business fabric of the country. 

The important thing is to regulate, as much 
as possible, the outward flow of the precious 
metal, when it begins. Our huge total of gold 
is by no means a menace. If our manufac- 

















THE GREAT ADVANCE. 





turers and merchants are put in position, 
through favorable tariffs, shipping laws and 
banking arrangements, to compete with those 
of other countries, the inroads on our supply 
will be more gradual and consequently less 
harmful to American business, but that we 
shall be compelled, ultimately, to give up con- 
siderable gold is a foregone conclusion.” 


“Need to Think 
Soundly.”—Vanderlip 


“Whatever need there has been in the 
past for the leaders of the country to 
think soundly, there is going to be a still 
greater need in the future,” remarked 
Mr. Frank A. Vanderlip, president of the 
National City Bank of New York, in an 
address recently to the Bankers’ Club of 
Chicago. 

“It requires no prophetic vision to see that 
we are coming into a time when it will be 
necessary to make vitally important national 
decisions. The effect of those decisions will 
be more far reaching, the difficulties involved 
in measuring forces and calculating effects 
will be immeasurably greater, than io been 
true at any time before in our lives. Today 
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we cannot begin to measure the extent, even 
to guess at the character of the problems, that 


the world cataclysm is developing. Indeed, I 
think that our people as a whole have but 
slight conception of the nature of that cata- 
clysm and the inevitableness of our relation 
to its effects. A part. of the country has been 
submerged in prosperity and its sense of pro- 
portions and relationships has certainly been 
dulled. Another, and a greater part, which 
has only experienced this prosperity in a re- 
flected way and has viewed both the war 
itself and its reflex action upon our indus- 
tries in a somewhat far-away and detached 








-ments assential 














—New York Bening Telegram. 
PREPAREDNESS. 





manner, has developed a point of view of 
aloofness from the world’s tragedy. It has 
been a spectacle, but it has not gripped their 
souls. They look with horror on the carnage, 
with satisfaction on the profits, but with an 
unrelated sort of superiority to both, and feel 
that as a nation it is best for us to avoid being 
involved in any of the consequences.” 


“Flood Tide 
Here.”—J. E. Gardin 


Stating that a flood tide of seeming 
prosperity is with us, John E. Gardin, 
vice president of the National City Bank 
of New York, warned the members of 
the New York Salesmanship Club, as- 
sembled at the Waldorf-Astoria last 
night, that we should beware that we are 
not living in a fool’s paradise. Com- 


merce that is thrust upon us owing to 
the incapacity of other nations to trade 





is of a fleeting nature, and while certain 
advantages will be gained by dealing un- 
der such circumstances, it must be re- 
garded as an artificial condition and 
therefore cannot possibly have stability, 
declared Mr. Gardin. 


“The flood tide has been of great benefit to 
us in new fields. It has made the dollar fa 
mous, where formerly it was held in contempt 
Our big neighbors to the south of us, as you 
all know, are in the process of development 
Theirs is practically a virgin country, hitherto 
torn to shreds by revolutionary elements, and 
it is only within the last generation or so 
that the turbulent element has been overcome, 
and our friends in these countries are earn- 
estly setting to work to be good neighbors. 

“We have always been concerned with our 
own affairs to such an extent that we have 
paid very little attention to the business of 
Central and South America, leaving it to the 
European banker and European industrial 
magnate to exploit these countries mainly to 
their own benefit; and in doing this, credits 
have been necessary and the financial arrange- 
to this purpose practically 
placed these countries in bondage to the Eu- 
ropean financiers as long as it suited them.” 


“Danger in Too 
Much Gold.”—C. W. Barron 


The Boston Post publishes an inter- 
view with C. W. Barron on the problem 
of the effect of peace in Europe on 
American business. 

“Now this is the danger to the United 
States. We have refused the business paper 
of the Allies, and in the next six months they 
may pay us $700,000,000 in gold. It is coming 
in a torrential stream. 

“When we have collected our dues in gold 
we will have more gold metal in the United 
States than we had before the war in all forms 
of money, including greenbacks, bank bills and 
silver. e will have shown our weakness in 
statecraft, in finance, in diplomacy and in 
preparedness. Europe will be independent of 
us, will have control of the seas and all the 
ships, and we will have a monopoly of—note 
writing. Business in this country after the 
war, will, from the present outlook be dimin- 
ished according to the number of notes we 
write exposing our weakness and destroying 
our natural friendships and business alliances. 

“Germany has got to restore and rebuild 
Belgium. Great Britain and France must help 
her to do it. Then all three will be in a nat- 
ural trade alliance to take it out of the easiest 
and fattest mark. American financiers and 
business men see our weakness, if Washing- 
ton does not.” 


Canada May 

Build Ships 
A shipbuilding industry may be estab- 
lished in Canada this year, says the 
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Monetary Times of Canada. The Cana- 
dian government, with a view to grant- 
ing aid to this industry, has obtained 
offers for the building of different classes 
of ships, but these were unsatisfactory. 


“A subsidy equivalent to the difference in 
cost of construction as between British and 
Canadian shipyards appears to have been un- 
der consideration. At present, however, prices 
are at such a high level as to make aid on 
that principle unsatisfactory. This is one of 
the diffculties at present under consideration 
by the Government, which promises to bring 
before Parliament a measure for the encour- 


agement of shipbuilding with a view to in- ~ 


creasing the available tonnage. According to 
the deputy minister of marine and fisheries, 
the average value of the vessels on the reg- 
ister of the Dominion at the end of 1914 was 
$30 per ton, and on this basis the value of the 
net registered tonnage of Canada at that date 
would be $27,972,660. The new tonnage con- 
structed in 1914 was 43,346 tons, valued at 
$45 per ton, or $1,950,570. At present, Cana- 
dian shipyards in Quebec, Montreal, Colling- 
wood and at other points are busy, but only 
- Coe are commercial vessels being 
ult. 


Will the World 
Become Hungry? 


The International Institute of Agricul- 
ture at Rome in a feport just issued 
raises the question, “Has the world 
enough to live on until the next har- 
vest?” says The Economist. It names as 
elements in the problem the failure of 
the northern hemisphere harvests of the 
year ending July 31 and particularly 
those of Canada and the United States; 
the unreleased crops of Russia owing to 
the continued closing of the Dardanelles ; 
the extra and unusual consumption of 
food by the armies; the increased diffi- 
culty of transporting crops, and the fact 
that normally the world’s food consump- 
tion increases year by year, partly be- 
cause of population increases, whereby 
a crop which does no more than attain 
to an antecedent average is actually an 
insufficient one. 

The report says that “there may be a nar- 
row margin of surplus food left at the begin- 
ning of the next harvest year” if every nation 
practices close economy. The year’s wheat 


na of the world is set down at 3,491,263,224 
bushels, comparing with 4,062,567,000 bushels 
last year. Counting the surplus left over from 
the preceding year at 345,385,140, it is esti- 
mated that the surplus July 1 next will be 
only 46,281,609 bushels. The quantity stored 
up in Russia is estimated at ,000 bushels. 
lt this were released, it would greatly relieve 


It is set forth that the aggre- 
gate crops of wheat, rye, barley, oats and corn 


the situation. 


this year were only 88.7 per cent. of the yield 


in 1915. 

Steel Orders 

Declining 

The iron and steel trade closed the 

year with a decline in the volume of 
new business being placed, but with un- 
diminished pressure on mills for steel 
against contracts on books, writes the 




















—Simplicissimus (C.) (Berlin). 
THE ROLE OF AMERICA 


(The kind of a “roll” Uncle Sam is playing in the 
cartoon throws some light on German opinion of 
America’s place and influence in the world.) 











Pittsburgh correspondent of the Public 
Ledger of Philadelphia. 

This condition may be due to a variety of 
causes, prominent among which is the fact 
that this is the inventory period, while the 
peace talk, the high prices, the almost hope- 
less delivery periods, which are all the mills 
can now promise, and the increased difficulty 
in transportation facilities that apparently 
grow worse almost daily, have confounded 
the great confusion that already existed in 
the iron and steel trade. 

Actual conditions in the trade are ex- 
tremely hard to describe. The United States 
Steel Corporation is unable to distribute steel 
from some of its subsidiaries to others, and 
both close down, one because of a scarcity of 
raw material and the other by reason of a 
glut of production. The Carnegie Steel Com- 
pany has some twenty blast furnaces closed 
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and its pig iron production is reduced nearly 
a third. Similar conditions exist in every 
branch and ramification of the trade. The un- 
filled tonnage report of the Steel Corporation 
on January 10 will probably reflect these dis- 
turbing conditions by a decrease for Decem- 
ber, whereas the November increase was more 
than 1,000,000 tons. In many quarters in the 
trade it is now believed that the recent great 
movement in both prices and tonnage is over 
and that another movement will depend on 
European developments in the war game. 
Inefficiency of 
Labor 

William A. Law, president of the First 
National Bank of Philadelphia, says: 

“Inefficiency of labor has become such a 
serious factor that manufacturers cannot ac- 
cept the experience of the past as a sure guide 
for the future. This has been one of the 
hardships confronting the munition makers, 
some of whom will not clear anything like the 
profit that they figured. The cost of com- 


pleting the work has been largely enhanced 
by successive advances in wages, material and 





PITFALLS OF A GREAT CITY 


the expense of complicated equipment. Dur- 
ing the last few weeks experts employed by 
foreign governments -to pass upon the products 
ordered in the United States have been very 
searching in their tests, with the result that 
the rejections have been more numerous.” 
Rise in Commodities 
Checked 
For the first time in many weeks the 
prevailing movements in the cash mar- 
kets for the articles in most general con- 
sumption were in a downward direction, 
there being 40 declines for the week 





ended Dec. 30 in the 331 quotations re- 
ceived by Dun’s Review, as against 29 
advances. 


Moderate supplies of the better grades ol 
butter, cheese and eggs maintained prices of 
those commodities, but the lower quality dairy 
products were generally easy. The grain mar- 
kets were erratic, but the movements in all 
cereals and flour were upward. Iron and 
steel were very firm, without any important 
alteration, but the minor metals,:as a rule, wer 
easy. Some weakness has developed in hides, 
but the strength of leather was fully main- 
tained. Quotations of provisions displayed a 
yielding tendency. Cotton made a substantial 
recovery from the recent low level, and numer- 
ous varieties of the finished goods were re- 
vised upward. Sharp declines were established 
in both raw and refined sugar, and some weak- 
ness appeared in naval stores. 


S. A. Coal 
Markets 


An investigation of South American 
markets for coal will be undertaken at 
once by the Bureau of Foreign and Do- 
mestic Commerce, of the Department of 
Commerce, observes Coal Age. It is 
held that South America is the most 
logical market in the world for American 
coal and that a thriving business in that 
commodity will be an important factor 
in building up a merchant marine. 

British economists are agreed that much of 
England’s success in merchant shipping is ow- 
ing to the fact that Welsh coal has always 
been available for return cargoes. The need 
of such a return cargo has often been felt in 
our South American trade. 

Latin America is a promising market for 
coal because it has limited supplies of its own. 
Chile, Peru and Bolivia, in particular, need 
coal and have an abundance of minerals to 
ship in return. Nitrates and iron, copper and 
tin ore can be brought to this country more 
cheaply if full cargoes of coal can be taken 
back on the return voyage. 

The investigation will be undertaken by 
Special Agent Grosvenor M. Jones, who has 
written several important reports for the bu- 
reau on shipping problems. Mr. Jones has 
been engaged for some time on preliminary 
work and will start for South America about 
the middle of January. 

“Trade Same After 
War as Before.”—O. P. Austin 


Oscar P. Austin, statistician of the 
National City Bank’s foreign trade de- 
partment, told the members of the eco- 
nomic and social science section of the 
American Association for the Advance- 
ment of Science at Columbia University 
that in his opinion international trade 
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after the war will be quite similar to 
international trade before the war. 


The international commerce of warring na- 
tions will not suffer a permanent interruption, 
according to the opinion expressed by the 
banker, who also predicted an increase rathér 
than a decrease in the male working popula- 
tion of Europe will be seen when the war is 
done. 

Mr. Austin’s estimates based on the ratio 
of the increase of population in the warring 
countries and the approximate number of cas- 
ualties led him to the conclusion that there 
will be a net gain of 2,000,000 rather than a 
loss of males in Europe available for industry 
at the close of the war. 

The banker’s belief that international trade 
after the war will be similar to that of ante- 
bellum days. was based on the fact, as he ex- 
plains, that the underlying principles which 
have forced the countries now at war to build 
up the great international commerce which 
they have spent a century in developing, will 
still exist, and he is convinced that the present 
interruption will not prove permanent. 


Expert Financial 
Opinion 

Thompson, Shonnard & Co.—While a re- 
turn of peace must necessarily be destruc- 
tive. of speculative values based upon war 
prosperity, there is no gainsaying that a 
speedy peace is most to be desired not only 
from a humanitarian but also from an eco- 
nomic standpoint. The total exhaustion of 
none of the belligerents is to be desired. 
The destruction of man power and eco- 
nomic resources in any degree is to be de- 
plored. A_ cessation of hostilities now 
would conserve the residue of both, and 
both will be abundantly needed for the gen- 
eral reconstruction of the processes of 
peace. 

There is no denying that the market is 
endeavoring to adjust itself to peace con- 
ditions, but history affords a basis for this 
forecast, viz., that the day peace articles are 
signed a healthier and more general bull 
market than we have seen in many, many 
years will develop. For the time being, how- 
ever, we urge caution in commitments in the 
speculative list. Banks are discriminating 
against industrial collateral. Railroad stocks 
are undeniably cheap, so are public utility 
stocks. 


American National Bank of San Fran- 
cisco.—So much has been written and said 
concerning a “trade war” to follow the great 
European conflict that the idea has taken 
a deeper root in some quarters than can be 
justified by any known economic laws. That 
there will be keen competition to regain 
lost markets cannot be doubted, but to sup- 
pose that Germany or any other country 
will attempt to flood any particular locality 
with goods, at cost or below cost, is to fail 
to give credit to the people or the govern- 
ments of such countries for a proper under- 


standing of the most simple laws of eco- 
nomics. Some specialties of manufacture 
peculiarly adapted to a certain country, 
stocks of which may possibly have accumu- 
lated during the past two years, will, no 
doubt, be sold at prices low enough to 
regain old customers, but if such goods can- 
not continue to be manufactured and sold 
at such prices at a profit, costs to the con- 
sumer will immediately rise just as surely 
as water will seek its level; and the few 
commodities which come within this class 
of specialties can no more be expected to 
control the general markets of the world 
than the manufacture and sale of Ford cars 
at $100 each to control the price of-betcl 
nuts in Ceylon. 

J. S. Bache & Co.—The end of the year 
finds the security market involved in peace 
discussions and war scares, after a fall in 
prices, more or less perpendicular and ex- 
cited, from which a recovery has been made 
only in sentiment, as prices have stayed 
irregularly down, and in many cases are on 
a peace basis. 

The future of our securities, it seems, is 
not imperiled. There is small prospect of 
peace at present, and the vigorous prosecu- 
tion of the war would keep up demand for 
the goods of which we have an enormous 
supply. Munition making here may decline 
steadily, due to the great facilities which 
have been perfected in England. To some 
extent this may be offset by requirements 
of the United States Government, especially 
in case of trouble with Mexico. European 
demand for the raw materials for war will 
continue, however, if the war goes on, and 
metal activity should keep up. The devel- 
opments of the peace propaganda which 
Germany has undertaken will have its mar- 
ket effects, and irregularity must prevail,ac- 
cordingly for a time. 

Richardson, Hill & Co.—One factor which 
has made liquidation so persistent is the 
character of the buying in industrial stocks. 
The public has been incurably bullish, and 
the shares thrown over by one section have 
been acquired by others of the so-called 
“outsider” class. It has been public buying, 
at all stages of the decline, as distinguished 
from inside buying or banking support. 
Very reluctantly the rank and file have been 
compelled to suspend this program, and 
now securities appear to be going into 
stronger hands. It is idle to attempt an 
analysis of long range probabilities at this 
juncture when so many vital world infiu- 
ences hang in the balance. It is not a time 
for the investor to sacrifice his holdings, 
yet those fortunate enough to possess liquid 
capital may well be cautious as to its em- 
ployment. It is not so much a question as 
to whether intrinsic values exceed market 
prices as it is whether public liquidation 
has run its course. As yet there are no con- 
vincing indications that this is the case ex- 
cept the enormous volume of transactions, 
a feature which usually marks the culmina- 
tion of a decline. 














The Money Market 


Retrospect and Rrospect—Gold Movement Since the War— 
World’s Stocks of the Yellow Metal—Outlook for 
Money Rates 





HE year 1916 was necessarily one of 
low rates. We sold to foreign na- 
tions during the year about 

$3,100,000,000 more goods than we 
bought from them. They sent us ap- 
proximately $540,000,000 more gold 
than we exported. The amount of gold 
or gold certificates in actual circulation 
among the people—outside the banks— 
increased, as nearly as can be told, $300,- 
000,000. Our total money circulation per 
capita rose from $38.04 to $41.73. 

Under the conditions represented by 
the above figures it would evidently be 
irrational to expect any material rise in 
money rates, which are controlled by 
supply and demand just as directly as 
any other market. 

The gold movements of the world are 
especially interesting since the war. The 
United States has, of course, received 
a great deal more gold in the aggregate 
than any other neutral nation—about 
$800,000,000. But the neutral countries 
of Europe have gained more in propor- 
tion to their previous supplies. The gold 
stocks of most of them have been more 
than doubled. 

All together, neutral nations and 
Japan, which although a belligerent has 
for the most part played the role of a 
neutral in trade, have added not far from 
$1,200,000,000 to their stocks of gold. 

Nevertheless, the belligerent govern- 
ments have not lost gold. The German 
Reichsbank has nearly doubled its hold- 
ings of gold, most of the gain having 
come from the gold turned in by the 
German people in exchange for bank 
notes. The-Bank of Austria had about 
$250,000,000 gold when the war broke 
out and its present condition is not 
known. It is likely that it has lost gold. 

The Bank of France has about the 
same amount as before the war, the Bank 
of England considerably more, Russia 
and Italy somewhat less. Taken to- 
gether, the belligerent government banks 


probably have at least $400,000,000 more 
gold than they had in the spring of 1914 
They may have a good deal more than 
this, for the gold in the Allies’ pool is not 
supposed to be included in the individual! 
bank statements. 

The net increase in the world’s avail- 
able gold, according to George E. Rob 
erts, formerly director of the mint, has 
been about $1,650,000,000 in two years. 
In the meantime the world’s production 
has been perhaps $1,000,000,000, of 
which about $100,000,00 a year has been 
used in the arts. Apparently some $850,- 
000,000 gold formerly in circulation or 
hoarded has been gathered into the banks 
in exchange for paper money. 

There is every indication that more 
gold will come to Amefica. Norway, 
Sweden, Denmark and Holland are plac- 
ing obstacles in the way of further gold 
imports. In the meantime, gold produc- 
tion is proceeding at a rate of $500,000, 
000 a year, and it is probable that the 
principal belligerent nations will soon 
have to trench upon their stores of gold 
to meet their obligations to us for goods 
bought. It is reasonable to suppose that 
the United States will get most of the 
world’s gold production in 1917 if the 
war continues. 

Under such conditions there is little 
prospect of high money rates. The 15% 
call money rate in December was due to 
the determination of the banks to curb a 
runaway speculation in industrial stocks, 
rather than to any actual scarcity of loan- 
able funds. Speculation now seems to 
be pretty thoroughly chilled, but the 
repetition of such incidents is not at all 
impossible. Otherwise what we must 
expect is a slow and gradual rise in the 
money rate from the abnormally low fig- 
ures at which it has so long ruled. Com- 
mercial needs, foreign loans and specu- 
lative requirements will slowly soak up 
our surplus of credit and thus bring 
somewhat better rates for money. 
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Future of Reorganized Roads 


Six Properties Which Have Gone Into Receivers’ Hands — 
Their Immediate and Distant Prospects— Comparisons 
with Some Successfully Reorganized Roads 





By A. U. ROSENTHAL 





HE recent violent collapse in the 
war, motor and industrial stocks 
has no doubt left an extremely 

“bad taste” in the mouths of enthusiastic 
speculators in these issues and many be- 
lieve that the popularity they have re- 
cently enjoyed will not be quick to re- 
turn. Prominent brokerage houses have 
been urgently advising their clients to 
get into the rails, especially the stocks of 
the newly reorganized issues, in expecta- 
tion of a boom in these stocks. In their 
| opinion, speculation will shift to this class 
' of stocks, Owing to the fact that they are 
for the most part showing excellent earn- 
ings and their prospects for the future 
afford a fertile field for exploitation. 
They claim that industrials have had 
their day and as the railroads have had 
almost a negligible part in the great bull 
markets of 1915 and 1916, they will, in 
all probability, be the speculative favor- 
ites of market operation. 

Does this necessarily follow? 

In a recent article in the MAGAZINE OF 
WALL STREET it was pointed out that in 
the big bull market of 1900-1902 that 
“while the rails were soaring to unheard 
of prices, much the same as some of the 
war stocks, metal shares and shipping 
securities have been performing in recent 
markets, the response of the industrial 
division was most indifferent,” and on 
the other hand, when the rails began to 
recede from their high levels and inves- 
tors and speculators said “Now is the 
time for the industrials to take up the 
advance,” history shows us that they not 
only refused to go up, but as a matter 
of fact had quite an extensive decline. 

There is no doubt, however, that many 
of the newly reorganized railroads are in 
a greatly strengthened position. Nearly 


all have had their fixed charges reduced, 
have rid themselves of officers who were 
more interested in market manipulations 
than in the proper management of their 
companies and are now in a position to 
attempt to re-establish themselves in 
their proper places. 


Chicago, Rock Island & Pacific 


This road has been greatly strength- 
ened by its reorganization. The com- 
pany, during the past year, has shown 
what it can do under efficient manage- 
ment and instead of a deficit showed a 
surplus for the year of $2,957,281, or at 
the rate of 3.97% on the common stock. 
Fixed charges have been reduced to the 
extent of $10,222,696 by the new reor- 
ganization. It is estimated that at the 
present rate the indicated earnings on 
the new preferred stock is about 10.14% 
and about 2.37% on the common under 
the new capitalization. Heavy outlays 
for maintenance during the past year 
have greatly improved the condition of 
the road and equipment and while a 
great deal more will be required to bring 
this department up to the standard the 
enormous increase in gross would indi- 
cate that this can easily be done. 

The road is located in a rich territory 
which has sufficient diversification of 
freight to practically insure a stability of 
income and if this road is properly man- 
aged and can show earnings as large as 
it is now showing it ought to be only a 
matter of time before “Rock Island” 
takes its place with such high class roads 
as Union Pacific and Atchison. 


St. Louis & San Francisco 


The notoriously bad history of the 
“Frisco system” can only compare favor- 
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ably with such indelible stains on finan- 
cial history as the deplorable case of New 
Haven. The property is truly a won- 
derful one, but it will be a long time 
before it will be able to rid itself of the 
bad effects of years of flagrant exploit- 
ing and mismanagement. The recent re- 
organization reduced the capitalization of 
the company by $36,668,068 and fixed 
charges are $5,727,135, making the net 
reduction in fixed and contingent charges 
$1,183,745. A surplus for dividends of 
$1,481,090 was shown for 1916, as 
against a deficit in 1915 of $1,284,673, 
or at the rate of 2.21% on the common 
stock. Earnings for the first four 
months of 1916-17 were 18.05% on the 
new preferred and 2.38% on the new 
common or at the estimated rate of 
28.76% for the preferred and 3.38% for 
the common. It can easily be seen that 
if earnings continue at this rate the com- 
pany must of a necessity soon be in a 
strong position, but even under such fav- 
orable circumstances it will be a long time 
before the “junior” issues will be in line 
for dividends. Under the reorganization 


Decrease in 
Fixed Charges 
976,435—55.9% 


$10,222,696 —16.7% 
9,721,405—26.9% 


5,728,135 —38.5% 
2,439,580—59% 


2,611,363 


1,481,090 


Net Income, 
1916 
$2,957,281 
71,340,223 
254,558 
**2,903,501 
1,201,097 


205,015,349 
72,370,858 


Total New 
Cap’lzation 
$381,861,995 
264,408,318 
379,372,282 
105,000,000 


$370,306,106 


Total Old 
Cap’lzation 
302,176,386 
363,296,340 
113,340,129 
199,880,575 
4,091,456 


Outstand. 

$74,359,723 
50,447,000 
82,839,585 
45,046,000 
44,290,000 
33,641,300 


plan too much leeway is allowed for new 
financing and there are so many restric- 
tions on these “junior” issues before they 
can share in the earnings that it places 
them in a rather unpromising position. 


TABLE IL. 
CAPITALIZATION AND EARNINGS OF SIX REORGANIZED ROADS 
Com. Stock 


! 
j 


46,200,000—A 5% 


iaaagosa 5% 


10,344,958 


Missouri Pacific 


The difficulties of the Missouri Pacific 
were due primarily to its steady growth 
of fixed charges until they were so for- 
midable that the road was unable to ob- 
tain credit. The reorganization was nec- 
essarily drastic and severe cuts in fixed 
charges was the result. The company, 
although improving under more efficient 
methods, is still a long way from being 
in even a fair position. Earnings for 
last year showed substantial gains, as in 
the case of all railroads, but it must be 
borne in mind that the road runs through 
a highly competitive territory and that a 
lean year is likely to hit this road harder 
than those more fortunate in this respect. 
Missouri Pacific’s rehabilitation will take 
a long time, to say the least, and its pros- 
pects are not nearly so encouraging as 
many of the other recently reorganized 
roads. 


7,000,000 —6% 
*76,751,635—5% (con.) 
§11,200,000—5 % 
$12,429,000—5% 


20,000,000—6% § 
11,882,600 


$29,743,889—7% | 


Pref. Stock (Outstand.) 
1, 1919. 





. 8,330.17 
. 5,254.97 
7,341.39 


eee Y Pear 
Missouri Pacific ............... 
. 2,251.47 


Mileage 

. 2,519.06 
512.13 
cumulative. 


amount to be issued for unsecured debt (not over $1,000,000). 
cumulative after Jan. 





** Eight months. 
*Exclusive of 

t Deficit. 

§ Prior preference stock 
t Preferred stock 
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Pere Marquette 

This road, as has been the case of all 
roads in financial difficulties, was heavily 
overcapitalized and fixed charges all out 
of proportion to gross income. The sys- 
tem for the first year since it went into 
the hands of a receiver in 1912 has 
showed a surplus and earnings are stead- 
ily improving. Extensive improvements 
were accomplished during its receiver- 
ship and the road has been so greatly 
strengthened that it now appears to have 
reached a point where profitable opera- 
tions might be expected. Drastic cuts 
in fixed charges are contemplated in the 
proposed reoragnization and about $6,- 
000,000 in cash is left for working capital 


stantially, showing a surplus of $2,903,- 
501 in 1916, or at the rate of 6.29% on 
the pfd. A, and 1.22% on the pfd. B. 
For the first four months of the fiscal 
year of 1916-17 earnings on the pfd. A 
were at the rate of 6.86%, on pfd. B 
4.92%, and 3.64% on the common, which 
is at the rate of 11.63%, 6.29% and 
1.42% on the pfd. A, B and common, re- 
spectively. Wabash never was a money 
maker, showing a disheartening succes- 
sion of deficits (with one exception, 
1910) from 1909 until this year, when a 
surplus was reported. The reorganiza- 
tion, of course, greatly strengthened the 
financial condition of the company and 
earnings are substantial enough to war- 








TABLE II. 
PRICE RANGE YEARS—1911-1916 
1916 1915 1914 1913 1912 191] 
H L H L H L H L H L 
C. R. BG oeacnas *40% 15% 385% 10% 33 33 65 50 
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Pere M., com........ is Re te “ch at ve es ae as a - a 
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t Price of old stock up to 1916. 
§$ New stock. 








after allowing $10,000,000 to cover pay- 
ment of receiver certificates and expenses 
in connection with the reorganization. 
Earnings should amply cover all charges 
by a good margin and since nearly all 
of the deterring factors which have 
harassed the company in the past have 
been removed under the new plan, I am 
of the opinion that the speculative possi- 
bilities are good and that the road will 
eventually work itself into a strong po- 
sition. 


Wabash Railway Co. 


Although this company has shown 
some improvement since its reorganiza- 
tion it still has a long way to go to attain 
the position predicted for it by its reor- 
Earnings have increased sub- 


ganizers. 





rant a reasonable expectation of divi- 
dends on the preferred “A” stock. A 
reduction of 5% of gross in cost of 
transportation, representing a reduction 
from a ratio of 40.57% in 1915 to 35.54% 
in 1916 and a reduction in interest 
charges are a few of the favorable condi- 
tions made possible by the reorganiza- 
tion. But the outlook for the common 
stock is far from promising for the near 
future. Good earnings ought to give 
preferred stocks fair speculative possi- 
bilities, but the common leaves little room 
for enthusiasm as far as dividend pros- 
pects are concerned. 


Wheeling & Lake Erie 


Nothing was earned on the old com- 
mon stock of this company from 1910 
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until 1916, when approximately 2.61% 
was earned. However, this road, too, is 
getting its share of the general prosperity 
and for the first four months of the 1916- 
17 fiscal year 18.81% was earned on the 
Ist pfd., 7.27% on the 2nd pfd., and 
3.56% on the common (old stocks), or 
at the rate of 35.07%, 12.92% and 5.35% 
per annum on the Ist pfd., 2nd pfd., and 
common, respectively. On the basis of 
these earnings it would seem that the 
company should soon be among the 
promising low priced rails. The cut in 
fixed charges was drastic, amounting to 


ably with the companies mentioned in 
Table III, because of the nature of the 
territory traversed, but the past has 
shown what roads of intrinsic value 
could do under efficient management and 
reasonable capitalization and such prece- 
dent would give us cheering hopes as 
to the future possibilities of the roads 
recently reorganized or in the process of 
reorganization. 

By the “future” it must be understood 
that at least three or four years is con- 
templated. The railroad situation at 
present cannot be regarded with enthusi- 








55.9%, and under the new plan there is asm. If it were not for the tremendous 
TABLE ITI. 
FIVE PROMINENT RAILROADS WHICH HAVE GONE THROUGH SUCCESSFUL 
REORGANIZATIONS. 

Union Pac. Reading Nor. Pac. Atchison B. & O. 
Receiver Appointed ................ Oct. 1893 Feb.1893 Aug.,1893 Dec.,1893 Feb., 1896 
Sold at Foreclosure Sale............ Nov., 1897 May,1896 July,1896 Dec.,1895 July, 1899 
Net Earnings before Receivership. . . .$7,553,468 $11,199,042 $12,924,000 $12,568,000 $8,469,000 
- after Reorganization.... 9,618,208 10,104,000 6,734,766 6,898,942 17,724,758 
Fixed Charges before Receivership.. 7,985,925 8,041,000 13,813,945 9,423,160 6,759,000 
after Reorganization.. 3,830,000 | 10,600,000 6,146,961 6,473,230 6,359,896 
Bonds before Receivership ......... 85 .492,185 148,900,000 128,732,000 233,595,247 80,423,000 
“ after Reorganization ......... ,000,000 114,000,000 156,157,500 148,718,892 120,000,000 
Preferred Stock before Receivership. 52,000,000 None 36,564,250 None 000,000 
“ after Reorganization.75,000,000 70,000,000 70,000,000 111,486,000 35,000,000 
Common Stock before Receivership. .60,868,500 39,830,000 49,000,000 102,000,000 25,000,000 
“ after Reorganization.61,000,000 70,000,000 80,000,000 102,000,000 35,000,000 

Price of Common Stock: 

1 month before Receivership........ 21% 52% 11 19%4 43 
1 “ after Reorganization ...... 17% 22% 756 11% 18% 
7 = iss ES 20 22% 13% 13% 56% 

SN MEIN, ted duis ort vth-0c'sna bee's 147% 103% 110% 104% 84 








no reason why obligations should not be 
amply covered. Dividend prospects, on 
the common in particular, are far away, 
but the future for this road is brighter 
now than at any time in its history. 

It is interesting to note at this juncture 
the condition of a few of our now most 
prosperous roads immediately preceding 

‘and just after emerging from receiver- 


me? 
t the time of their reorganizations 
the future certainly looked far from op- 
timistic, but as events have proved they 
steadily increased in value until they are 
now among the country’s most substan- 
tial railroad organizations. 
Conclusion 
Of course, some of the newly reor- 
ganized roads cannot be compared favor- 


gross business done by these companies 
in this unprecedented period of prosper- 
ity, the railroads in general would be in 
a bad way. Labor difficulties and the 
high cost of materials are factors which 
should be given careful consideration 
and as this condition is likely to prevail 
even when earnings begin to decrease the 
railroads may encounter serious difficul- 
ties. It is well to bear in mind that the 
time to buy railroad stocks for invest- 
ment is not when the companies are 
showing the largest earnings in their his- 
tories, but rather when they are strug- 
gling under unfavorable conditions. The 
fact that these roads are showing large 
earnings puts their stocks in a favorable 
position for distribution by large inter- 
ests 
































Which Are The 


“Peace Stocks”? 


Those Issues Which Have Not Been Greatly Affected by 
War Conditions—Recent Earnings and Market Prices 
—When They Should Be Bought and How They 

: Should. Be Regarded 





By HENRY MINTON 





HAT will Peace bring? There is 
no more vital question hanging 
over the business and financial 

worlds today. The correct answer will 
uplift the veil hanging over the future 
of American industries and the possessor 
of that answer has the key that will un- 
lock the treasure vaults of the world. 
But, chastened by their experiences of 
the last few years, the ready prophets 
have become taciturn and wary. Finan- 
cial and industrial leaders in their public 
utterances stick to generalities, hedging 
their cautious forecasts with “ifs” and 
“ands.” In private interviews given to 
representatives of the public prints under 
the guarantee that “no names be men- 
tioned,” they wax bold, predicting a 
great prosperity in “reconstruction,” but 
when one pauses to consider how con- 
servative the large corporations are in 
the matter of dividend distributions, 
speaking generally, and how on a whis- 
per of peace securities values melt like 
ice in the sun, one is inclined to ask 
whether these same financial and indus- 
trial leaders are not whistling to keep 
their collective courage up. When the 
war started the producers and refiners 
of copper, to take but one example of 
many, fancied gray ruin was staring 
them in the face. They were totally and 
notably in error. Are not those who 
now predict a peace prosperity at least 
equaling if not transcending our war 
prosperity, as likely to be equally wrong? 
I merely make this suggestion without 
attempting to supply the answer, for the 
purposes of this article is to discuss cer- 
tain securities which may be classed un- 
der the general and somewhat unsatis- 
factory title of “peace stocks.” 


“Peace” Stocks 


Peace stocks is a misnomer for the 
reason that it is difficult to pick out a 
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list of securities which have not been at 
least indirectly helped by the war. The 
“war prosperity” has been so widespread 
that nearly all lines of industries have 
been favorably affected. Some compa- 
nies which did a large export business, 
such as Vacuum Oil, saw their exports 
badly crippled but the domestic business 
so good that it more than made up for 
the falling off in exports. International 
Harvester Corporation is one of the few 
concerns which might be considered a 
simon-pure peace company since its busi- 
ness is of a peaceful nature and its fields 
of activity across the water. 

The so-called “war stocks,” Baldwin 
Locomotive, International Mercantile 
Marine, Crucible Steel, Midvale Steel 
and a host of others drop readily into 
their classification, for they are concerns 
which have direct orders from the bel- 
ligerents for munitions. But how shall 
one classify such companies and Inter- 
national Paper and Pittsburgh Coal,— 
concerns which theoretically should be 
classed as peace stocks but which have 
prospered through conditions brought 
about by the war and affecting directly 
their fields of activity? 


Chain Stores as Peace Stocks 

While it is true that mose companies 
have been favorably benefited by the war 
there are many which have benefited to 
a comparatively small degree and which, 
therefore, have shown no great advances 
in market prices. Among them are the 
chain-stores. Dealing in the necessities 
of life these companies, when properly 
managed, have been able in times past 
to show consistent growth in bad years 
as well as good. 

Writing under the general caption of 
“Which Stock is Best,” Mr. Richard D. 
Wyckoff made a remarkably accurate 
analysis and forecast of certain chain 
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stores in the March, 1914, issue of this 
publication. Basing his calculations on 
certain ratios of growth which experi- 
ence showed were applicable to the better 
class of chain stores, he estimated gross 
and net earnings for five years ahead in 
the case of the F. W. Woolworth and 
Sears Roebuck companies. How accu- 
rate those estimates were is shown by 
the table herewith which gives Mr. 
Wyckoff’s estimates as made nearly 
three years ago and the official figures 
reported to date. Speaking of the chain 
stores, which he dubbed “self propa- 
gating business,” Mr. Wyckoff 
marked : 

“Looking at the proposition in a broad 


re-. 





calculations as to the future earning 
power prove correct, the company could 
declare a 50% stock dividend at the end 
of 1914 and continue to pay dividends at 
the rate of 7, 8 or 10% on the increased 
stock. Or at the end of 1916 it could 
declare a 100% stock dividend and pay 
10% or more on what would then be 
$80,000,000 common stock.” <A _ stock 
dividend of 50% was paid on April 1, 
1915, and 7% dividends have been paid 
on the increased capitalization to date. 
The chain stores have not been war- 
boomed so that they are entitled to be 
among the first to be considered as peace 
stocks. The observations made in re- 
gard to them three years ago hold good 








TABLE I. 
HOW EARNINGS OF TWO CHAIN COMPANIES WERE FORECAST THREE YEARS AGO. 
F. W. WOOLWORTH 


Sales 
1914 Estimate Actual 
nee ee $75,030,000 $69,619,669 
ae 85,009,000 75,995,774 
BE aio tocewhin 96,315,000 *87,350,000 
_ : ae Dn. «=§«*  Setwadeeces 
SE tbn'o-0.00'oe Dy Sock acues 





*Based on eleven months’ results. 


Profits P. C. on Com. Stock 
1914 Estimate Actual 1914Estimate Actual 
$6,756,000 $6,429,896 114 10.86 
7,607,000 7,548,210 13.1 13.19 
8,565,000 **8.050,000 15.0 **14.30 
RT FL 17.2 sai 
ee ae 19.6 


**Calculated on estimated 12 months’ sales, allowing about 9.5% profit. 
SEARS ROEBUCK 


Sales 
1914 Estimate Actual 
a eee $109,921,600 $101,121,659 
er 126,409,840 112,665,728 
AN 145,371,316 ** 146,952,992 





Profits P. C. on Com. Stock 

1914 Estimate Actual 1914Estimate Actual 
$10,992,160 $9,081,521 26.00 21.30 
12,640,984 11,100,388 *20.1 17.57 
14,537,131 ** 14,695,299 *23.3 23.50 


*Percentages adjusted to take into consideration the increased capital, $60,000,000, instead of 


$40,000,000 on which original figure was based. 


**Estimated. 

















way and comparing the principal indus- 
tries in their main characteristics, it will 
be seen that while railroads are self-obli- 
gating and mines self-exhausting, the 
chain-store corporation is_ self-propa- 
gating and in the long run must yield a 
rapidly increasing revenue. This may 
be diluted from time to time, but the long 
time investor who buys and sticks, tak- 
ing new stock or whatever may be dealt 
out to him and holding it for the future, 
must fare well beyond reasonable ex- 
pectations.” ‘Speaking of the Sears Roe- 
buck company the article said: “If our 











today. In addition to the companies al- 
ready mentioned might be mentioned the 
United Cigar Stores, S. S. Kresge Co., 
McCrory Stores, May Department Stores 
and the newer companies such as Jewel 
Tea, S. H. Kress, Acme Tea, Pugh 
Stores and Jones Bros. Tea Co. 


Railroads Peace Stocks? 


Inasmuch as the rails have not shown 
the same market strength as the indus- 
trials in the last two years there is a 
general tendency to regard them as peace 
stocks and sound investments at present 
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prices. In the opinion of the writer that 
viewpoint is open to serious question. 
Not having advanced as far as the in- 
dustrials the rails naturally have not as 
far to fall. But as the present enormous 
traffic of the roads is due to a war-in- 
duced prosperity it seems but reasonable 
to conclude that when the industrial ac- 
tivity slackens in this country the ton- 
nages and earnings of the railroads must 
suffer correspondingly. In short when 
the general market declines the rails will 


is the best of authority for the statement 
that most of the railroad stocks are sell- 
ing at present on a price basis not war- 
ranted by the general railroad situation 
under peace conditions. 
Real Peace Stocks 

The companies listed in Table II are 
those which have not been seriously af- 
fected by the war and are therefore not 
likely to be badly hurt in any further de- 
clines in the war stocks. 

Those which are on a secure dividend 








TABLE IL. 


PEACE 


STOCKS—SECURITIES WHICH HAVE BEEN UNFAVORABLY OR LITTLE AF.- 


FECTED BY WAR CONDITIONS 


Dividend Paying 


Per Cent. 
1915 1916 ay Earned Per Share 

Company H L L 1914 1915 1916 

American Tobacco, com... 227 252% 195% 229% 188 23. rr 21.04 20.05 
Brooklyn Rapid Transit... 915% 93 83% 887% 83% 9.17 7.14 740 7.53 
Case (hi Babs, Bilacedéscds 80% 904% 744 90 82 10.44 7.95 15.89 eats 

Consolidated Gas ........ 128% 150% 113% 144% 130% 8.50 8.40 9.29 
Deans, Ws tarkeades odchuae 93% 99 86 98% 89 10.85 5.51 _ fe 
May Depart. Stores, com... 57 65%4 35 72% 50% 11.64 8.67 5.77 7.99 
Moline Plow, Ist pfd..... 103% _ .... ive 98 95 19.39 8.52 7.00 13.79 
Montana Power, com...... 49% 79% 42 110 68% 3.13 2.42 3.73 "S85 
National Biscuit, com..... 132 132 116 131% = 118 961 11.75 9.52 8.19 
Pal wccstadesssdeatets 155 170 150% 177 159% 9.29 9.04 8.79 10.32 

Woolworth, com. ........ 96 120% 90% 141% #4118 1082 1086 13.19 

Non-Dividend Paying 

American Ice Sec. Co.....- 29% 35 20% 32% 25 8.71 2.15 2.76 
American Malt Corp. com.. 4% 13% 3% 12% 5% + jee pas sbies 
American Linseed, com... 9% 31% ™ 27% 17% ee ean eines 1.82 
American Snuff, com...... 160 165 144 149% ~=s:130 15.19 13.09 13.29 aves 
American Tel. & Tel..... 120% 130% #«=i421i:16 134% 126% 9.59 9.38 9.52 9.75 
Corn Products, com....... 8% 21% 8 28% 13% 0.37 041 2.17 °6.97 
Cron GRE cacdetnans 49 36 50 41 10.12 251 1.75 sagt 
Inter. Harvester Corp., com. 102 114 90 119% 108% 1288 5.41 4.30 ean 
Loose Wiles, com........ 30 31 16 34 14 1.40 | a= ae 
United States Realty...... 58 50 25 49 25 9.16 8.18 5.00 3.72 
S. Rubber, com..... >» 58% 174% 4444 68% 47% *1061 9.18 10.80 ae 





*9 months ending Dec. 31, 1913. 


°On 9 months. 








decline too—a supposition borne out by 
the action of | the rails on the recent 
“peace panic.” The incubus of labor 
troubles, hostile legislation and sup- 
pression by commissions, still hangs 
heavy on the railroad situation. The 
better class of railroad stocks whose divi- 
dends are well buttressed can be safely 
bought when the prices of their stocks 
reach an attractive yield basis, but there 


basis (see Table Il) may be bought on 
market declines which bring their yields 
to attractive bases, and should prove 


good stocks to hold, although of course 
they cannot be classed, speaking gener- 
ally, with the high grade investment se- 
curities mentioned in the 
For-Income-Only” 
MAGAZINE OF WALL 
cember 23, 1916. 


“Investment- 
number of THE 
STREET, dated De- 























Profits in Fertilizers 


How the Business of “Feeding Plants” Has Developed in 
the Last Decade—The Two Largest Companies—Earn- 
ings and Prospects— How Their Securities Should 
Be Regarded 





By BARNARD POWERS 





EEDING plants seems a harmless 
and unprofitable occupation, yet 
that is precisely the life work of the 

American Agricultural Chemical Co., 
with its authorized capitalization of 
$100,000,000, and the Virginia-Carolina 
Chemical Co., with its $68,000,000 au- 
thorized capitalization, not including 
funded debts. The story of the growth 


plants. From this discovery the whole 
chemical fertilizer industry developed, 
and without that industry it is doubtful 
if the peoples of Europe could subsist, at 
least not on the basis on which they live 
today. The manufacture of commercial 
fertilizers was begun by Lawes and Gil- 
bert in England about 1850 and in this 
country about 1855. So it appears that 








American Agricultural Chemical’s Detroit Plant 


of these two concerns from struggling 
youngsters into burly corporations is the 
story of the growth of the chemical fer- 
tilizer business in America. One of the 
present branches of the American Agri- 
cultural Chemical Co. was the pioneer 
in the chemical fertilizer business in 
America, and that concern, therefore, can 
rightfully claim a longer lineage than 
any other chemical fertilizer manufac- 
turing company in the country. 


Growth of the Fertilizer Business 


The beginning of this industry dates 
back to one Justus von Liebig, who lived 
in the Fatherland nearly a century ago 
and who discovered that by treating 
phosphates of lime with sulphuric acid 
there could be obtained what is known 
in chemical parlance as “monobasic phos- 
phate,” which was soluble in water and 
available as a most nourishing food for 


(462) 


the industry is scarcely three-quarters of 
a century old. 

The early days of the chemical fer- 
tilizer industry are comparable to the 
early days of the sugar refining industry. 
Plants sprung up all over the country, 
competition was severe, price-cutting 
prevalent, the fat periods were not so 
very fat and the lean periods exceedingly 
lean. It was stated to the writer by a 
man who has spent his life in the ferti- 
lizer business that of the early companies 
only two, the Bradley Fertilizer Co. and 
the Bowker Fertilizer Co., attained any- 
thing like what might be termed real 
prosperity. 

The only relief for the situation was 
to be found in consolidation and in the 
era of consolidation which marked the 
last quarter of the nineteenth century the 
present American Agricultural Chemical 
Co. came into existence (April, 1899), 
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post-dating by four years the Virginia- 
Carolina Chemical Co., which began its 
corporate existence in April of 1895. 

The growth of the chemical fertilizer 
business in this country has been slow 
but certain. The old-time farmer accus- 
tomed from barefoot days to home-made 
fertilizers looked askance upon the “new- 
fangled” product. Money was scarce 
and land was cheap, so why bother about 
fertilizers, he reasoned. But time has 
showed the farmer, at least here in the 
East, that soil wears out in a generation 
or less unless replenished from time to 
time, and intensive agriculture has grad- 
uated from a fad to a necessity. The 
fertilizer business in this country is 
scarcely more than in its infancy. The 
great grain growing states of the West 
have not begun to use fertilizers and the 
constantly diminishing areas available for 
agricultural purposes, with rising land 
values, will gradually increase the de- 
mand for chemical fertilizers. An ex- 
ample in American unscientific wheat 
growing methods is shown in the fact 
that in European states where fertilizers 
are used in large quantities, the yield is 
from 28 to 32 bushels an acre, while the 
average in this country is from 12 to 14 
bushels an acre. 


American Agricultural Company 


As has been stated the present Amer- 
ican Agricultural Chemical Co. began its 
corporate existence under the laws of 
Connecticut in 1899 and was a combina- 
tion of twenty-five fertilizer manufactur- 
ing concerns. The list of those com- 
panies, together with the present location 
of its factories is shown in Table I, which 
accompanies this article. The original 
capitalization was placed at the modest 
figures of $20,000,000 common stock and 
$20,000,000 6% preferred. At the 
present time the capitalization consists of 
$50,000,000 6% cumulative preferred, 
$27,558,200 outstanding, and $50,000,000 
common, $18,430,900 outstanding. There 
are $8,500,000 10-year convertible deben- 
ture 5% bonds outstanding, due Feb. 1. 
1924, $9,428,000 first mortgage convert- 
ible 5s due Oct. 1, 1928, making the total 
funded debt $17,928,000. The increase 
in capitalization and funded debt of late 
years has been the result of a very re- 
markable growth which the company has 





been experiencing during the last decade. 

Most great corporations are the ex- 
pressions of personalities. As Carnegie 
was to the steel business, Havemeyer to 
the sugar refining industry .and Rocke- 
feller to the oil business, so are Peter B. 
and Robert S. Bradley to the chemical 
fertilizer business. A pioneer, the Amer- 
ican Agricultural Co., of which Peter B. 
Bradley is president, and Robert S. Brad- 


PRICE RANGE OF STOCKS 
Preferred Zi Common CI 


1907 06 09 10 ‘Nl ‘12 ‘13 ‘14 15 ‘6 


AM. AGRICULTURAL CHEM. 


VIRGINIA-CAROLINA CHEM. 





ley is chairman of the board, is largely 
the creation of their brains and its suc- 
cess is directly due to their efficient man- 
agement and far-sighted vision. Like 
most amalgamations of the era in which 
the “A. A. C.” was formed the common 
stock was issued against future earnings, 
or, in short, was “water.” The policy 
has been followed of backing the junior 
issue with solid assets and the result of 
that policy is seen in the general upward 
trend of common stock values as shown 
by the graphic which accompanies this 
article. In Table III it will be noted that 
while earnings on the common stock from 
1907-12 inclusive averaged 7.7% per an- 
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num in round figures, it was not 
until 1912 that the common stock went 
on a dividend basis and then only on a 
2% rate. The company had been accu- 
mulating assets and building against the 
future. An example of far-sightedness 
is found in the company’s acquisition of 
property containing 80,000,000 tons or 
more than 100 years’ supply of phosphate 
rock, which is one of the important ele- 
ments in the manufacture of chemical 
fertilizers. 


The Potash Problem 


When the war shut off the supply of 
potash from Germany, potash being an- 
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ings of 20.57% available for the common 
stock were nearly twice those of the pre- 
vious best year. 


Virginia-Carolina Chemical 


Operating throughout the South as the 
American Agricultural Chemical Co. op- 
erates in the northern states, the Virginia 
Carolina Chemical Co. has had a much 
more checkered career than its northern 
brother. In the first place the southern 
concern has not been characterized by the 
same conservatism in management. Div- 
idends on the common stock commenced 
almost immediately after incorporation, 
with the result that they were suspended 


enue 








TABLE I. 
LOCATIONS OF FACTORIES NOW OWNED BY THE A. A. C. CO. 


Montgomery, Alabama 
Los Angeles, California 
West Haven, Connecticut 
Pensacola, Florida 
Jacksonville, Florida 
Pebbledale, Florida 
Pierce, Florida 

Tiger Bay, Florida 

Savan Georgia 
Atlanta, Georgia 

National Stock Yards, Illinois 
Baltimore, Maryland 

North Weymouth, Massachusetts 
Charlestown, Massachusetts 
Everett, Massachusetts 
Detroit, Michigan 

Ecorse, Michigan 

Belfast, Maine 

Searsport, Maine 

Bourbon, Missouri 
Carteret, New Jersey 
Elizabeth, New Jersey 
Newark, New Jersey 


Buffalo, New York 
Greenpoint, New York 
Wilmington, North Carolina 
Greensboro, North Carolina 
Henderson, North Carolina 
Hot Springs, North Carolina 
Portsmouth, New Hampshire 
West Park, Ohio 
St. Bernard, Ohio 
Toledo, Ohio 
Philadelphia, Pennsylvania 
Cayce, South Carolina 
Charleston, South Carolina 
Columbia, South Carolina 
Spartanburg, South Carolina 
Swan Bluff, Tennessee 
Wales, Tennessee 
Alexandria, Virginia 
Norfolk, Virginia 

ries, Virginia 
Pownal, Vermont 
Havana, Cuba 








other exceedingly important element in 
fertilizer manufacture, the fertilizer com- 
panies faced what seemed a very serious 
situation. Fertilizers without phosphate 
are a good deal like bread without butter 
and it was feared that the fertilizer in- 
dustry would suffer a severe setback. 
But necessity, as always, is the mother 
of invention, the percentage of potash 
used in manufacturing was reduced to a 
minimum, it was found possible to manu- 
facture some potash in this country, good 
substitutes were found, and all in all the 
difficulty was bridged over. Instead of 
1916 being the poorest it was the best 
year in the company’s history and earn- 





from 1904-8 inclusive and again in 1913. 
Common dividends have just been re- 
stored at the rate of $3 per annum. As 
the prosperity of Virginia-Carolina 
hinges largely upon the cotton crop it has 
perhaps had more difficulties to contend 
with than the American company, but for 
that very reason the southern company 
would have done well to go slow in the 
matter of common dividends, with the 
idea of building up strong reserves 
against bad years. 

The company has $30,000,000 8% 
cumulative preferred stock, $20,011,818 
outstanding and $38,000,000 common 
stock, $27,984,400 outstanding. Its 
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bonded debt consists of $4,861,320 con- 
vertible 6s, due May 15, 1924, and $12,- 
900,000 first mortgage 5s, due Dec. 1, 
1923, making a total of $17,761,320. 
Table IV, which compares certain bal- 
ance sheet items of the two companies, 
indicates the stronger position of the 
American company. In the first place 
the American company has written its 
“vood-will” account down to $1, while 
the Virginia company has concealed its 
intangible assets in its property account. 
That is bad accounting practice, as it 
compels the investor to make his own 








TABLE Il. 


LIST OF COMPANIES TAKEN OVER BY 
THE A. A. C. CO. IN 1899 


Alexandria Fertilizer and Chemical Co. Alex- 
andria, Va. 

East India Chemical Works, Brooklyn, N. Y. 

Bradley Fertilizer Co., Boston, Mass., and Los 
Angeles, Cal. 

Chemical Company of Canton, Baltimore, Md. 

The Cleveland Dryer Co., Cleveland, Ohio 

Cumberland Bone Phosphate Co. Boothbay 
Harbor, Maine. 

Crocker Fertilizer Co. Buffalo, N. Y. 

Detrick Fertilizer and Chemical Co., Baltimore, 


Md. 
L. B. Darling Fertilizer Co.. Pawtucket, R. I 
Empire Carbon Works, National Stock Yard, Ill. 
Lazaretto Guano Co., Baltimore, Md. 
Liebig Manufacturing Co., Carteret, N. J., and 
Wilmington, Del. 
Listers Agricultural Chemical Works, Newark, 
N 


. oe 
Maryland Fertilizing and Manufacturing Co. 
Baltimore, Md. 
Michigan Carbon Works, Detroit, Mich. 
a A anes and Fertilizer Co. Buffalo, 


Nickerson Fertilizer Co.. Easton, Md. 

Northwestern Fertilizing Co. Chicago, Ill. 

Preston Fertilizer Co., Brooklyn, N. Y. 

The Quinnipiac Co., Boston, Mass. 

Read Fertilizer Co. Brooklyn, N. Y. 

Susquehanna Fertilizer Co. a Baltimore City, 
Baltimore, Md. 

Tygert-Allen Fertilizer Co., Philadelphia, Pa. 

Williams & Clark Fertilizer Co., Carteret, N. J. 

The Zell Guane Co. of Baltimore City, Balti- 
more, Md. 








guess as to the real value of the property 
account. Apparently the Virginia com- 
pany has a surplus nearly $5,000,000 
greater than the American, but a surplus 
which includes an indefinite “good-will” 
is not to be compared to a surplus which 
figures on “good-will” at $1. In the 
matter of working capital the American 








TABLE IIL. 


CONDENSATION OF INCOME STATEMENTS FOR TEN YEARS OF AMERICAN AGRICULTURAL CHEMICAL AND 


VIRGINIA-CARO.- 


LINA CHEMICAL COMPANIES. 


Divs. Paid 
-on Com. 
A.A.C. Va.C. 


Earned on 


77,022 


Va-C. 
$2,907,077 
950,377 
+529,450 
2,077,089 
2,098,593 


+692,436 


2,114,209 
1,143,453 
1,640,314 


-Year’s surplus—, 


‘AAC. 
$3,054,799 
669,058 


226,807 


1,283,733 

991,602 
1,536,803 
1,770,221 
1,277,541 
1,041,267 
1,057,201 


4% 


Va-C. 
10.39% 


Com. 

A.A, 
20.57% 

7.55 

3.39 

0.53 

3,28 

3.11 

10.42 


10.97 
7.68 
5.23 
7.34 
9.05 

10.42 
7.52 
6.13 
6.17 


8% 


-Paid on Pfd. 
A.A. Va-C. 
6% 


cwececceeere es 


53% 
12.83 
24.20 


Va.-C. 
22 
19.66 
14.35 
17.11 


Earned on Pfd.- 


AAC, 
19.75% 
13.33 
11.31 
9.56 
9.43 
13.95 
15.29 
12,72 
11.74 
11.71 


Va.-C. 
$4,507,549 
3,714,209 
2,550,377 
1,747,096 
2,476,554 
2,309,770 
3,538,593 
2,583,453 


4,356,621 
3,080,314 


Net Income— 


A.A. 
$5,445,527 
3,675,145 
3,065,715 
2,592,726 
2,554,185 
2,679,917 
2,907,875 
2,394,498 
2,156,877 
2,152,621 


Va-C. 
4,979,949 
4,073,756 
2,991,102 
3,577,452 
3,488,830 
5,336,669 
4,508,980 
3,527,426 
4,024,918 


—Total Income 


AAC, 
5,372,378 
3,761,461 
3,875,189 
3,183,675 
- 2.937,919 
~ 2,935,989 


1916—$8,174,828 $5,667,847 
6,225,121 


1915- 
1913— 3,657,389 


1912- 


1911 
1910— 3,767,726 


Years 
1914— 
1909- 
1908- 
1907 


. which is at the rate of $3.00 per annum. 


*Dividend of 75c. a share declared in December 


+Deficit. 
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Agricultural Chemical is approximately 
$3,000,000 better off than Virginia- 
Carolina Chemical. 

Working capital is exceedingly impor- 
tant to these companies, since they deal 
with farmers, who have to be “carried” 
over in bad crop years and in good years 
until crops mature. By conserving its 
working capital the American company 
was able to build three large plants in 
the South. 


Southern Cotton Oil 


The Southern Cotton Oil Co., which 
manufactures cotton oil and various by- 








TABLE IV. 


COMPARISON OF VITAL STATISTICS OF 
AMERICAN AGRICULTURAL CHEMICAL 
AND VIRGINIA-CAROLINA CHEMICAL 
COMPANIES. 





Amer. Agric. Va.-Car. 
Chemical Chemical 

(As of June (As of May 

30, 1916) 31, 1916) 
Property assets...... $35,922,583 $44,417,352 
Investments ........ 4,898,198 7,988,215 
Brands, good will, etc. 1 (included in 
property assets) 
Current assets....... 33,102,745 35,029,132 
Common stock...... 18,430,900 27,984,400 
Preferred stock ..... 27,558,200 20,011,818 
Ist mort. bonds..... 9,069,000 *12,900,000 
Deb. 5% bonds ..... 8,500,000 *4.861,320 
Current liabilities... 2,154,297 7,437,833 
P. & L. surplus..... 8,638,388 13,175,376 
Working capital...’.. 30,948,448 27,591,270 





‘Including good will, etc. 
* Conv. gold debentures. 








products from cotton seed, is an impor- 
tant subsidiary of the Virginia-Carolina 
Chemical Co. Formerly, the earnings of 
the subsidiary were reported separately, 
but of late this practice has been discon- 
tinued. More than once in times past the 
earnings of the Southern Cotton Oil Co. 
have enabled the parent company to 
make good reports in years that were 


unsatisfactory from the fertilizer end of 
the business. 
Conclusion 


In comparing these two corporations 
from an investment and _ speculative 
points of view, it should be remembered 
that they operate under widely divergent 
conditions. The Virginia-Carolina Chem- 
ical Company’s common is bound to be 
more or less speculative, since the back- 
bone of the company’s business is de- 
pendent upon a speculative commodity— 
cotton. The business of the American 
Agricultural Chemical Co. is less subject 
to fluctuations. The preferred stocks of 
both companies, with their long records 
of unbroken dividend payments are en- 
titled to good investment rating. The 
preferred stock of Virginia-Carolina of- 
fers the better yield, since it pays 8% 
and yields 7% at 114, while the preferred 
of American Agricultural pays 6% and 
yields 5.7% at 103. 

Coming to the common stock it ap- 
pears that the common of American Ag- 
ricultural Chemical is more attractive, 
considered from an investment basis, 
while the common stock of the other 
company has greater speculative possi- 
bilities. At 89 the stock of the American 
company would seem to have discounted 
a 6% dividend basis, which lends 
color to the report that that issue will go 
on that basis in the not distant future 
The company’s policy has been to pay 
only such dividends as there is every 
reason to believe can be permanently 
maintained. 

The high prices for cotton should 
mean a very large demand for fertilizers 
next year and when the time to purchase 
stocks is once more at hand the common 
stock of Virginia-Carolina Chemical 
should come in for consideration by those 
who make their market commitments 
with the purpose in view of speculative 
profits. 








— 


A New Year Thought 


A at stirring and moving is going on in the land. The old order 
PemeE 


giving place to new. 


It is a movement which is full of promise, 


and a menace only if ignored, repressed or falsely and selfishly led—Otto H. 


Kahn. 
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Digest, contain condensations of the latest news regarding 


ies mentioned. The items 


are not to be considered official unless so stated. Neither THE MAGAZINE OF WALL STREET 
nor the authorities for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate and trustworthy. 
Market commitments should not be made without further corroboration.—Editor. 
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Atchison.—Convertible 5’s which mature 
on June 1, 1917, will until further notice be 
purchased by the road on a 34% basis, ac- 
cording to an official announcement. These 
bonds are the convertibles which were is- 
sued in 1907; the original amount was $26,- 
056,000 and the conversion privilege expired 
June 1, 1913. The amount now outstanding 
is $7,449,000. Atchison reports November 
growth of $13,069,215, against $12,069,676 in 
the previous year, and net after taxes was 
$5,162,112 against $4,300,177. For the 12 
months ending November 30, the road 
earned 6.77% on its property investment, 
compared with 5.22% for the corresponding 
period of 1915. 


Canadian Pacific—Is included in the Brit- 
ish Treasury Department’s new list of se- 
curities subject to special tax if not sold or 
loaned to the Government. 


Chicago, Anamosa & Northern R. R.— 
Has been bought as “junk.” The railroad 
is 36 miles long and is known as the “Can” 
Road. Its rolling stock will be shipped to 
England and relaid. It is expected that 
same disposition will be made of another 
road known as the Iowa Short Line. 


Chicago & North Western.—Is expected 
to do new financing shortly with the issue 
of $15,251,000 stock which will be offered 
to stockholders at par and will be equiva- 
lent to giving them rights to subscribe to 
10% of their holdings. This will increase 
the total outstanding stock to approximately 
$167,763,000 and the ratio of stock to total 
capitalization to about 44%4%. That would 
give the C. & N. W. a higher ratio of stock 
to total capitalization than on most roads 
of the country. The margin of earnings 
over the 7% dividend is now so large that 
it is believed that the rate could be easily 
maintained on the increased stock. 


Chicago, Rock Island & Pacific—Has had 
two suits for claims aggregating about $6,- 
000,000 filed against it in the Supreme Court 
by the Colorado & Southern R. R. These 
suits are in connection with the construc- 
tion of the Trinity & Brazos R. R., cost of 
which was divided between these two roads. 
A third suit has also been brought by the 
C. & S. R. R. claiming reimbursement for 
interest paid on bonds for the erection of 
the Rock Island’s Galveston terminal. The 
C. R. & I. reports October operating reve- 
nue of $7,526,793, an increase of $1,196,034 
over 1915, and net ey ‘taxes of $2,351, 139, 
an increase of $1,034,500. Corresponding 
figures for 4 months to October 31 were 








$28,342,203, increase $4,111,271; and net after 
taxes $8,422,231, increase $3,926,698. 


Boston & Maine.—Operating costs are 
rising rapidly with increasing gross busi 
ness. October operating revenue was $4,- 
857,573, against $4,429,911 in 1915, and net 
after taxes $1,385,762 against $1,248,165. For 
4 months the respective totals were $19,- 
670,481 against $17,164,169 and $5,898,436 
against $4,928,819. 

Denver & Rio Grande.—Reports total op- 
erating revenue of $2,574,170 for October, 
an increase of 277 over 1915, and 
net after taxes of $1,079,834, an increase of 
$102,416. Four months’ figures respectively 
were $9,465,518, increase $222,397, and $3,- 
634,001, increase $375,386 

Great Northern.— Reports for October 
gross $8,353,672, a decrease of $631,907, as 
compared with October last year, and net 
after taxes of $3,589,668, a decrease of $1,- 
211,669. Four months’ gross of $32,059,213 
showed an increase of $3,190,845, but net 
of $13,566,031 for the corresponding period 
showed a decrease of $263,984. 

Louisville & Nashville.—Plans big im- 
provements to its dock facilities at Mobile, 
Ala., the estimated cost of which will be 

000. The regular semi-annual dividend 
of 3%4% has been declared, payable Febru- 
ary 10 to stock of record January 19. 


Michigan Central.—Special meeting of 
stockholders will be held at Detroit Fe 
ruary 7, to consider and approve of the ex 
ecution by the company of a refunding and 
improvement mortgage upon such of the 
company’s property as the Board of Di- 
rectors may determine, to secure a proposed 
issue of bonds not to exceed $100,000,000. 
These bonds are to provide for additions 
and improvements and for the refunding of 
bonds which are or may hereafter be se- 
cured by liens on the property, subject to 
the mortgage. 


Missouri Pacific—Sale under foreclosure 
of the road and the St. Louis, Iron Moun- 
tain & Southern at the minimum prices of 
$16,150,600 and $23,000,000 respectively has 
been ordered in the U. S. District Court at 
St. Louis. This clears the way for the re- 
organization of the Missouri Pacific-Iron 
Mountain System, under pine already ap- 
proved by the Missouri Public Service Com- 
mission. Since receivership property has 
been greatly improved. Expenditures for 
maintenance for fiscal year ended June 30 
last, increased over $5,000,000 over expend- 
itures for last year. In 4 months of current 
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fiscal year to October 31, increase in main- 
tenance was $1,347,000, or about 18%. Im- 
provement in condition of equipment is re- 
flected by a very satisfactory reduction of 
charges for car repairs and car hire and also 
in the reduced losses from damage claims on 
freight. 


New Haven.—According to latest official 
reports is earning at the rate of about $90,- 
000,000 a year. During the first 2 weeks of 
December there was a gain in gross of about 
11%. 


New Orleans, Texas & Mexico.—Reports 
to the New York Stock Exchange combined 
income account of company and subsidiaries 
for year ended June 30, 1916, of $871,411, 
and surplus after charges of $99,670. Dur- 
ing approximately 8 months of the year the 
company was in receivership. 


New York Central—President A. H. 
Smith, in a letter to stockholders advising 
them of the terms and date of the new 
stock offering of $25,000,000, said, in refer- 
ence to the financial position of the com- 
pany: “On December 1, 1916, the company 
had no unfunded indebtedness except on 
current account, and except on unpresented 
sterling note for £500. Its unappropriated 
surplus on January 1, 1915, was $29,405,935; 
on December 31, 1915, $37,406,474 and on 
October 31, 1916, $66,945,397. Expenditures 
of more than $25,000,000 have been made 
on capital account for which the treasury 
is entitled to be reimbursed. The proceeds 
of the stock now offered for subscription 
will be applied for that purpose and will 
release moneys which can be used in the 
prosecution of work now under way or in 
prospect or for other purposes of the com- 
pany. 

Nickel Plate.—Has declared a dividend of 
5% on the Ist preferred stock, payable in 
two semi-annual installments of 24%. The 
regular semi-annual of 24%% on 2nd pre- 
ferred was also declared payable January 2 
to stock of record December 31. 


Pennsylvania.—Plan for consolidation of 
certain of this system’s properties west of 
Pittsburgh, which has just been approved by 
the Railroad Commission of Pennsylvania, 
provides for the consolidation of the Pitts- 
burgh, Cincinnati, Chicago & St. Louis, the 
Vandalia and several small subsidiaries con- 
trolled by them. New corporation will have 
authorized capital stock of $100,000,000, all 
of one class. Holders of present Panhandle 
‘ preferred stock are to receive 110% in stock 
of new company, holders of Panhandle com- 
mon 100% and holders of Vandalia stock 
85%. There will be issued about $85,000,000 
of stock of new company for consolidation 
purposes and the new corporation will be 
known as The Pittsburgh, Cincinnati, Chi- 
cago & St. Louis R. R. Co. The properties 
now operated under the name of the Penn- 
sylvania Co. are not included in this con- 
solidation, 


Pere Marquette.—In 4 months of current 
fiscal year to November 1, showed net of 
$2,661,162, an increase of $589,059, or about 
28.4% over corresponding period of 1915. 
The estimated gross receipts for November 
were $2,092,293, an increase of $123,351 over 
November ‘15. Under the reorganization 
the company has various bond obligations 
totaling $36,325,000, with annual interest 
charges of $1,687,760. The $11,200,000 5% 
prior preference cumulative stock and the 
$12,429,000 5% preferred stock together call 
for annual dividends of $1,181,450. This 
makes a total of $2,869,210 in interest 
charges and preferred dividends annually. 
The proportion for a 4 months’ period 
would be $956,403 and deducting this from 
the above net returns, there would re- 
main $1,704,759 for the common. stock, 
equivalent to $3.80 a share earned on the 
45,000,000 common stock in the 4 months. The 
reorganization plan has been declared opera- 
tive. 

St. Louis & San Francisco.—Undisturbed 
bonds of subsidiary roads will be returned 
to the owners. Provision has already been 
made in the reorganization plan for the 
settlement of the claim of $1,077,000 which 
was recently decided in favor of the bond- 
holders of the Cape Girarduau Northern 
Railway Co. in their suit against the St 
Louis & San Francisco. 

Southern Pacific—Reports for November 
gross of $15,134,505 as compared with $13,- 
752,948 for November 1915 and net of 
$5,502,986 against $4,777,993. For 5 months 
figures were respectively $75,433,678, against 
$67,339,089 and $27,878,562 against $23,988,- 
278. According to President Kruttschnitt 
the road’s business is “limited only by the 
ability of railroads to furnish the cars.” 
C ommenting further on the freight congestion. 
he said: “Any properly equipped railroad 
can carry an overload of 100% to 125%, but 
how is it to be handled throughout the coun- 
try? Tens of thousands of little industries 
are packed right now with a business two 
or three times greater than they can handle. 
but it is all due to the lack of equipment 
among receivers of freight, not the shortage 
of facilities among the roads. The shortage 
of cars is not the fault of the railroad. It 
is due to the great congestion of cars at 
terminals on the seaboard. We can’t get 
rid of the freight when we get it here. We 
have leased additional piers in Brooklyn 
and 125th Street and even on Staten Island 
There is nothing more that we can do. It 
is a shortage of ocean tonnage, not of cars 
and railroad facilities.” 

Union Pacific—Declared an extra divi 
dend of 2% on the common stock payable 
January 15 to stock of record January 3. In 
first 4 months of current fiscal year, allow- 
ing for seasonal variation in earnings, the 
results indicated earnings for the full year 
at the rate of between 20% and 21% on the 
common stock which compares with 15.65% 
actually earned in the year to June 30 last. 
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Industrials 





Acme Tea.—November sales were $1,591,- 
388 against $1,266,592 for November, 1915, 
the gain being equivalent to 25.64%. For 4 
months sales totaled $7,790,755, an increase 
of 17.45% over the corresponding period of 
1915. 


American International Corporation.— 
Equity in shipping shares greatly reduced 
by break in market on peace news. Com- 
pany, however, had previously sold part of 
its International Mercantile Marine and Pa- 
cific Mail holdings and the proceeds, about 
$2,500,000, were put into the New York 
Shipbuilding acquisition. 


American Locomotive—W. H. Marshall 
has resigned as President of the company 
and has been succeeded by Andrew Fletcher 
formerly of the executive committee. J. Mc- 
Naughton, Vice-President, has resigned, his 
resignation to take effect February 1. Charles 
Hayden, of Hayden, Stone & Co., has been 
elected a director to fill the vacancy in the 
Board. Net profits for the first half of fiscal 
year to December 31 are expected to be ex- 
ceeded in the second half and it is estimated 
that profits for the full fiscal year will run in 
excess of $50 a share. On that basis it is esti- 
mated that the company will have cash in its 
treasury at the end of the fiscal year equal to 
between $60 and $80 a share. Company has 
closed orders for 100 consolidation engines 
for French State Railway and 50 for Paris- 
Orleans Railroad, involving a total of ap- 
proximately $5,000,000, which brings the 
aggregate business on the company’s books 
up to approximately $80,000,000. 


American Malt.—Declared a quarterly 

dividend of 1% on the preferred stock pay- 
able February 2, to stockholders of record 
January 17. This establishes the stock on a 
4% per annum basis which is double the 
rate that has been paid since October, 1915, 
when quarterly dividends of % of 1% were 
inaugurated. Plan involving elimination of 
American Malt Corporation is meeting with 
approval of stockholders and to date over 
50% of such holders have agreed to. ex- 
change their stocks, share for share, for 
the American Malting Co. Assent of 80% 
of holders is necessary to carry the plan 
out, and the Committee states that the plan 
should be declared operative on or before 
February 28. The 1916 earnings of the 
American Malting Co., which is the oper- 
ating company of the American Malt Cor- 
poration, were slightly over $200,000 for the 
quarter ended November 30. 
_ American Smelting & Refining —Earn- 
ings for last 6 months of fiscal and calendar 
year have been estimated at fully $20 a 
share, which would bring earnings for full 
year up to approximately $37 a share. 

American Woolen.—Has more than $29,- 
000,000 of unfilled orders on hand, according 
to President Wood, who also states that 
Europe should not become an active com- 
Petitor for a year after the war ends. 


American Writing Paper.—Estimated 
profits for final quarter of 1916 are $1,000,- 
000, equivalent to the annual rate of nearly 
32% on the preferred stock, as compared 
with $600,000 net shown in the September 
quarter. 

Baldwin Locomotive.— Unofficial  esti- 
mates put new business recently received at 
over $11,000,000. The company has taken 
an order for 100 large freight locomotives, 
from the Paris, Lyons & Mediterranean 
Railway. 

Bethlehem Steel.—Is reported to have 
earned equivalent of $100 a share during 
October and November. It is expected that 
for the full fiscal year earnings of approxi- 
mately $400 a share will be shown for the 
$15,000,000 common stock and there have 
been rumors of increased dividend payment. 

British American Tobacco Co.—For the 
year ended September 30 showed net profits 
of £2,733,361. <A final dividend of 5% was 
declared, making 30% for the year, free of 
tax. 

Burroughs Adding Machine Co.—Declared 
the regular quarterly dividend of 4% and 
an extra dividend of 5%, payable December 
30 to stock of record December 26. 

Cambria Steel Co.—Declared an extra 
dividend of 1%% and increased the regular 
quarterly payments to 14%, putting the 
stock on a 6% per annum basis as compared 
with 5% heretofore paid. 

Central Foundry.—Stockholders’ meeting 
has been called for January 8th to act on 
proposals to inerease capitalization by an 
issue of ,000 first preferred stock, par 
value $100. New stock is to pay dividends 
of 8% per annum and is to be offered at par 
and accrued dviidends to stockholders ‘of 
both common and preferred in a ratio of 7 
shares new stock for each 100 shares now 
owned. Proceeds are to be used to pay off 
fioating debt amounting to approximately 
$575,000. Net. earnings for 11 months 
were $628,000 and for the full year are esti- 
mated at $700,000, compared with $225,551 
in 1915. 

Cuba Cane Sugar Corp.—In 9 months 
énded September 30, 1916, reported net 
profits of $12,179,012 which, after preferred 
dividends, left a balance equivalent to $19.10 
a share on the 500,000 shares of common 
stock. The period includes a full grinding 
season and must therefore be taken as 
representing a full year of operation. Sep- 
tember 30 marked the end of the first fiscal 
year for this company. 

Cudahy Packing Co.—Reported gross 
sales for year ended October 28th, 1916, of 
$133,960,986 and net profits of $3,011,415, as 
compared with sales of $116,162,156 and net 
of $723,642 in preceding year. Company 
has sold to Lee Higginson & Co. an issue 
of $9,000,000 30-year Ist mortgage sinking 
fund 5s. The old 5s will be called for pay- 
ment. 
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Gaston, Williams & Wigmore.—Earned in 
7 months to December 1 a net of $2,462,000, 
which was at the rate of approximately $14 
a share per annum. Balance sheet as of 
November 30 showed a net asset value of 
$44 a share for the 300,000 shares of stock 
outstanding. 


General Motors.—About 70% of old stock 
was deposited under the plan to exchange 
for shares in New General Motors Corpora- 
tion up to the end of December. Net earn- 
ings for full fiscal year to end next July 
are now estimated at between $35,000,000 
and $40,000,000, which would be equal to 
ee 40% and 47% on the new common 
stock, 


Gulf States Steel.— Reported November 
net operating income of $304,490, an in- 
crease of 1,600 over November, 1915. 


Hartman Corporation—For 6 months 
ended July 1, 1916, reported net earnings at 
the rate of $17.92 a share per annum. The 
stock, of which there is $12,000,000, all of 
one class, has been listed on the New York 
Stock Exchange. 


Ingersoll-Rand.—Reported to New York 


Stock Exchange for 9 months ended Sep- 
tember 30, 1916, net earnings of $5,152,370. 
Company declared dividend of a share 


payable December 28th, making total pay- 
ments for 1916 year $50 a share in addition 
to stock dividend of 20 per cent. 


International Mercantile Marine. — An- 
nouncement = Lloyd George of the pro- 
posed nationalization of the British Mer- 
chant Marine will affect 908,000 tons under 
the British flag, out of 1,000,000 tons 
owned by the company and its subsidiaries. 


International Paper.—Has declared a reg- 
ular quarterly dividend on the preferred 
stock of 1% per cent., thus putting the stock 
on a regular 6 per cent. basis, as compared 
with 4 per cent. previously paid. Plan for 
refunding of accumulated dividends of 
33% per cent. on preferred stock is ex- 
pected to be announced soon. 


Lackawanna Steel.—Final profits for year 
to December 31 are estimated at slightly 
over $39 a share. 


Maxwell Motor.—Director stated that 
shipments up to 3rd week in December 
were substantially ahead of those of a year 
ago, and that the condition of the com- 
pany’s affairs was satisfactory. Effective 
January 1, price of Maxwell touring car and 
roadster was advanced $40. 


Midvale Steel—Showed net earnings, it is 
estimated, for the year to December 31, 
1916, of $35,000,000. Current earnings are 
stated to be running at the rate of $60,000. 
000 annually. It is unofficially stated that 
earnings for 1916 will permit the company 
to charge off any possible losses on its rifle 


contract and still show a substantial margin 
of profit. It is further stated that the com- 
pany has 1,500,000 rifles to complete and will 
get no less than their cost out of the con- 
tract. 


Pittsburgh Coal.—Output for 1916 was 
approximately 18,000,000 tons, a decrease of 
6,000,000 tons as compared with 1915. Re- 
ported that steel corporation took 10,000,000 
to 10,500,000 tons at a price showing a fixed 
profit. Contract expected to call for de- 
livery of this amount in 1917, which would 
leave company 8,000,000 tons more or less 
of free coal to sell upon which it may 
realize advance of $1 to $2 a ton. 


Pressed Steel Car.—Like all other equip- 
ment companies is reported to be severely 
handicapped by car shortage which is hold- 
ing up deliveries of steel and cutting down 
production. 


Republic Iron & Steel.—Declared initial 
dividend of 1% per cent. on common stock, 
payable February 1, to stock of record 
January 15th, which, it is assumed, places 
the stock on a $5 yearly-basis. Net for 1916 
estimated at over $45 a share. 


Sloss-Sheffield Steel & Iron.—Net for fis- 
cal year to November 30 estimated at $15 
to $16 a share. 


Studebaker.—Reported that net profits for 
1916 exceeded $10,500,000, equivalent to over 
32 per cent. on the stock against 27.4 per 
cent. earned in 1915. 


United Fruit—Earnings for 3 months to 
December 31 estimated at around $3,000,000, 
equal to 6 per cent. on the stock, which is 
at a record-breaking rate. 


United Shoe Machinery Corporation.—It 
is stated that the royalty receipts of this 
company have been increasing steadily for 
over a year and are now at high water 
mark, consequently net profits are at record 
figures. At the company’s plant at Beverly 
between 4,700 and 4,800 employees are at 
work, a gain of about 600 since the first o/ 
the year 1916, and comparing with only 2,600 
during the 1915 depression. It is stated that 
conditions abroad are satisfactory, barring 
Germany. The French and British factories 
are working at full time and in fact the 
English business is at a record breaking 
rate, primarily as a result of the extraor- 
dinary army demand. 

U. S. Smelting, Refining & Mining.—De- 
clared quarterly dividend of $1.25 a share on 
common stock, increasing annual rate from 


$4 to $5. 
U. S. Steel.—Has allotted 35,000 shares of 


common stock to employees at $107 a share. 


Westinghouse Electric.—Declared quarter- 
ly dividend of 14 per cent. on the common 
stock, an increase of % of 1 per cent. quar- 
terly, placing the stock on a 7 per cent. 
per annum basis, 




















Railroad and Industrial Inquiries 





Ten Railroad Stocks 


L. R. C., Topeka, Kan.—As to the railroad 
stocks you name, which are in the irivest- 
ment class, we can say that it would prob- 
ably be better for you to hold onto these, 
although we do not expect that an impor- 
tant advance will be seen in this group in 
the near future. However, we do not be- 
lieve that the good railroad stocks will de- 
cline, even in the event of a further drastic 
decline in the industrial department of the 
list, to any such extent as the industrials. 
Below we append brief comments on each 
of your holdings. 

Northern Pacific’s position from the 
standpoint ‘of earnings is quite favorable 
at the present time. This road should not 
be affected in the next period of depression 
to the extent that other roads might be, 
because of the territory it serves. The 
Northwest is now exceedingly prosperous, 
although “there have been poor crops this 
year. Unless there is another crop failure 
next year, its prosperity, which is based so 
largely on agriculture, should continue. 

Atchison is one of the strongest of the 
railroad stocks, in our judgment, and we 
believe that you should hold it, although 
oe Pe would not be important if you 
sold it. 

Southern Railway is now earning about 
8% on its common stock after allowing for 
preferred dividends. It is almost a foregone 
conclusion that the preferred will be re- 
turned to a dividend basis early next year. 
The road’s prosperity is likely to continue 
if peace is declared because the South will 
no doubt exert itself to raise a large cotton 
crop. The opening up of the Central Euro- 
pean markets will doubtless create a very 
large demand for this commodity. The 
South is prosperous in other ways and the 
outlook for the Southern Railway is now 
more promising than it ever was. For the 
long pull we favor the stock, although we 
are inclined to the opinion that it has re- 
cently been the object of considerable specu- 
lative buying, and would give way on a 
further decline. 

Kansas City Southern preferred has an 
excellent dividend rtcord, and we believe 
it is selling rather below its intrinsic value. 
We recommend that you hold this stock. 

Erie common is quite speculative in our 
estimation, and we. believe it will be very 
much to your advantage to accept the profit 
this stock now shows you, for it is a very 
long pull proposition and will unquestionably 
sell much above its present level eventually, 
but in comparison with the common stocks of 
other roads—Southern, for example—it is sell- 
ing high. 

Baltimore & Ohio common by sellipg on 
such a high yield basis reflects the decline 
in net earnings of the road. This decline 
has occurred notwithstanding a gain in gross 
that has been due to the large charges for 
maintenance and upkeep, necessary because 


these charges have been skimped in previ- 
ous years. We consider the dividend fairly 
safe, however. 

Norfolk & Western at its present price 
discounts a great deal, in our judgment, and 
although you have a sound investment stock, 
it is one of the issues which we suggest 
your selling, since you should be able to 
replace your purchase at a much lower 
price later. 

New Haven is risky, and we see very 
little encouragement in the outlook for this 
road for a long time to come. Since the 
stock shows you such a heavy loss, however, 
it might be well for you to stick with it. 

Southern Pacific is earning a large margin 
over its dividend requirements, and should 
continue to prosper in the face of depressed 
conditions in this country following the 
war. We do not suggest that you take a 
loss on this stock now. 

Denver preferred, in our judgment, is a 
rather risky speculation, and we believe that 
you bought it at a somewhat inflated valua- 
tion. We do not suggest that you hold this 
stock. 





Cluett Peabody 


T. C. B., Baltimore, Md.—Cluett Peabody 
may be regarded as a fairly attractive semi- 
speculative stock. It was stated July 25, 
1916, that, notwithstanding the increased 
cost of its raw material, this company suc- 
ceeded in showing earnings on its common 
stock for the first half of the fiscal year of 
$1,131,599, equal to $6.28 a share, or at an 
annual rate of 12.56%. These profits were 
recorded after the amortization from the 
half year’s earnings of the cost of a new 
plant, about $125,000, so that actual profits 
were larger than: indicated by the report. 
The profits for the second half of the year 
should be larger and are conservatively esti 
mated at between $13 and $14 a share. The 
dividend was increased from 4% to 5% per 
annum on January 5, 1916, but no mention 
of an increase has been made since that 
time. Considering the steady growth of the 
company’s earnings and strong financial 
position, a further increase is not unlikely, 
in our judgment. The company is strength 
ening its position yearly, and if the present 
rate of earnings is maintained, the stock 
can be regarded as an attractive purchase 
around the present level. 





American Coal Products 


G. A. H., Akron, O.—To our knowledge, 
the American Coal Products Co. was never 
owned by the Standard Oil Co. and we do 
not know that Standard Oil interests are 
directly or indirectly connected with the 
company now. There may be ties of some 
kind, but they are not especially significant, 
so far as we know. We do not consider 
the stock a good business man’s investment: 
in fact, we regard it as highly speculative 
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and very risky. Peace will undoubtedly 
affect the company’s business adversely, as 
it is now deriving enormous benefits from 
the increased prices of chemical products. 





International Mercantile Marine 


S. H. O., Shipman, Nelson County, Va.-- 
The future course of International Mercantile 
_ Marine stocks will largely depend on how 
long the war will last. Should the war 
last another twelve months, it is decidedly 
likely that the company will have earned 
sufficient to pay off the 82% back divi- 
dends on the preferred and open up the way 
for dividends on the common stock. The 
stock, therefore, has attractive speculative pos- 
sibilities, but there is a considerable element 
of risk involved. 





Wabash 


K, R. C;, S. Dakota.—Wabash Railway has 
shared in the general prosperity that has 
come to all the railroads in the past two 
years. The reorganization of this road put 
it in a much better position than it has been 
for some time, but dividends on the pre- 
ferred B and the common are a long way 
off, in our estimation. 

The preferred A is the only one which 
would seem to have dividend prospects in 
the near future, but although railroad stocks 
may go slightly higher, we believe that a 
period of depression that will follow the 
war will affect these companies as well as 
the industrial concerns. These conditions 
would, of course, apply to Erie as well. 





Emerson Phonograph 


C, E. S., Boston—Emerson Phonograph 
Co. is the third largest manufacturer of disc 
phonograph records in the United States, 
its principal product being a double disc 
record retailing at 25 cents. As the only 
record which will play on Victor and Co- 
lumbia Machines, without an attachment, 
the Emerson is without a competitor at the 
price. The company’s daily producing ca- 
pacity is now about 30,000 records. Present 
facilities are entirely inadequate to meet the 
constantly growing demand. The capacity 
is being enlarged and it is estimated that 
the company should be in a position to 
handle a gross business in 1917 of upwards 
of $3,500,000, which should result in net 
profits equal to $5 a share or 100 per cent. 
We regard the stock as decidedly attractive 
to hold for six months or a year. 





Republic Iron & Steel 


E. R., Rochester, N. Y.—Republic Iron & 
Steel has, as have all steel stocks, pretty 
well discounted the favorable factors in the 
situation, in our judgment. Estimates of 
this company’s earnings are as high as from 








$40 to $50 per share annually, and while the 
company has undoubtedly strengthened its 
position materially, due to these abnormal 
earnings, there is no doubt that peace will 
have a detrimental effect in the future. An 
initial quarterly dividend of 14% has just 
been declared and is expected to be main- 
tained. This would place the stock on a 
6% per annum basis. The stock is selling 
on a speculative basis, in our opinion, and 
we do not believe that it will reach 90 or 
above in the near future. 


International Nickel 


T. J. B., Haverford, Pa—One of the big 
factors in the decline of International Nickel 
is that a great amount of it was distributed 
through the pool holders at much higher 
prices, and the market for the stock is now 
going through a process of absorption, 
which may take some time to complete. 
The company is now earning at the rate 
of close to $8 a share per annum, due for 
the most part to the big demand for nickel 
for munitions. The company is also doing 
a big business with automobile manufactur- 
ers, and owing to the large earnings, its 
financial position has been greatly strength- 
ened. The stock must be considered specu- 
lative, however, and we are of the opinion 
that, in spite of the stronger position of the 
company the stock is very likely to decline 
with the rest of the market in the event of a 
sudden break. 


Kansas City Southern 


J. B. C., Baltimore, Md.—Kansas. City 
Southern is now earning at the rate of about 
4% per annum for the stock, after allowing 
for preferred dividends, as compared with 
2.97% last year and 1% earned in 1915. fiscal 
year ending June 30. While we regard this 
as one of the more substantial of the low 
grade rails and believe it rather attractive 
for the long pull, we rather expect that it 
will sell lower in common with a declining 
market in the near future. 





Lackawanna Steel 


M. R. B., Lincoln, Me.—Lackawanna Steel 
sold at a high price of 40 and low price of 26% 
in 1914, 49% and 29% in 1913. Previous to that 
year the range was between 30 and 55%. 
We cannot recommend the purchase of this 
stock now in view of the uncertainty of 
market conditions generally, and the pros- 
pect that with the end of the war the pros- 
perity of the steel industry will be rudely 
interrupted. While Lackawanna is not ben- 
efiting directly from war orders, it is ben- 
efiting from high prices for steel products 
and demand which are the result of condi- 
tions brought about by the war. 
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Accounting an Investor Should Know 


How the Inventory Affects the Income Account—Opportu- 
nity for Fraud—‘“Operating Ratio,” “Costs” and 
“Other Income”—Items the Investor Should 
Watch and Study 





By EARL A. SALIERS 
Assistant Professor of Accounting, Sheffield Scientific School of Yale University 








ARTICLE Il—Analysis of the Income Statement 





HE income account or statement 
T yields certain information to the 
casual reader, but for the investor 
vitally interested in the past, present, and 
future of the company whose securities 
he purchases, something besides casual 
observation is necessary. Essentially 
the income account is a very highly 
compressed and abbreviated statement. 
It may contain much, but it refers to 
and is conditioned upon a much more 
extended series of facts than it contains. 
An analysis of the income account 
should not stop short of an investigation 
of this wider field of knowledge. The 
tendency of the gross sales, increased or 
decreased rapidity of the turnover, the 
reasonableness of the operating costs 
and their tendency to increase—these 
and other items cannot be sufficiently 
comprehended and understood without a 
thorough analysis of the income account. 
By such an analysis is meant the 
minute and detailed consideration of each 
item of the income account from the 
standpoint of the various influences that 
may affect it. Not only the present 
amount and bearing of the various ele- 
ments of income and expense must be 
considered, but their history and tend- 
encies as well must be studied. A one- 
year or even a two-year period is not 
usually sufficient to divulge the under- 
lying tendencies that constitute a corpo- 
ration’s financial history. Such periods 


are not long enough for evil policies to 
bring their effects to a culmination. 
Therefore while it should be the purpose 
of the investor to discover recent and.as 
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yet indefinite changes in tendencies, it 
should also be his desire to map the well- 
defined tendencies and study the conse- 
quences of long-established policies. 


Income Statements Differ 


The income statements of concerns 
engaged in widely different lines of in- 
dustry necessarily differ greatly in both 
form and content. Moreover, account- 
ing practice has not yet established a 
very definite terminology or catalog of 
names; so that one runs some risk in 
attempting to present a pro forma or 
generalized income statement. But if a 
useful purpose is served there is no harm 
in presenting an income statement, quite 
detailed, yet applicable to a rather wide 
range of industries. In doing this the 
statement form will be used because it 
is the form ordinarily found in published 
reports and is also more intelligible to 
all except expert accountants. The out- 
line of the income account given in our 
previous article has therefore been am- 
plified as shown in Table I. 

It is impossible to present a pro forma 
income statement or account illustrating 
all the forms and details found in prac- 
tice. The greatest latitude exists in this 
respect. It is thought that the example 
given is fairly typical—sufficiently so at 
least for illustrative purposes. A manu- 
facturing company may employ greater 
or less detail in stating cost of manufac- 
ture. Some concerns create a special 
division of the income statement for the 
deduction of “selling expenses,” and so 
on. 
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A little reflection will serve to indicate 
in what division of the income account 
lies the greatest possibility of error or 
fraud, viz., “cost of operations.” The 
reason for this will appear. The phrase 
“cost of operations” is here employed 
in its broadest sense as including not 
merely such expenses as fuel and labor 
but also the cost of raw materials in case 
of a factory and the cost of goods sold 
in case of a mercantile concern. Natu- 
rally the cost of raw materials and of 
merchandise, respectively, is a very large 


—— a 


substracting from cost of purchases the 
increase of the new over the old inven- 
tory. In other words, if the inventory of 
materials or merchandise ‘at the’ end of 
a period is greater than at the beginning 
it signifies that not as much material 
has been consumed in manufacture, or 
as much merchandise sold, as has been 
purchased during the period. Conse- 
quently, to determine the actual cost of 
materials consumed or goods sold, the 
increase in inventory should be deducted 
from cost of goods purchased during the 








TABLE L 
POINTS WHICH SHOULD BE COVERED BY THE INCOME ACCOUNT 
Gross income from operations (industrial, mining, profession, etc.) ........... 


Deduct: Cost of operations 
Labor 
Material (if factory) 
Fuel 


tion 
Gna oods sold (if merchant) 
General cae 
eames Expense 


Earnings from operations 
Add: Other income 

Interest on investments 

7 of office rooma 


Total earnin 
~~ fixed charges 


axes 
Interest on bonds 
Ete. 
rofit 


educt dividends ~ 
ommon 


Net 


Surplus 
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In- 
ventory accounts for these must be kept. 
Sometimes running or perpetual inven- 
tories are kept, thus permitting frequent 


part of the cost of doing business. 


verification. If perpetual inventories are 
not kept physical inventories must be 
taken at intervals. 


“Old” and “New” Inventories 


The inventory affords a convenient 
opportuni for error, fraud and manip- 
ulation. Accounting principles require 


that in closing, the “old” inventory be 
charged and the “new” one be credited 
in the profit and loss or income account. 
The same result is secured in the state- 
ment form of the income account by add- 
ing to cost of purchases the decrease or 


period. On the other hand, if more 
materials have been consumed or more 
goods sold than were purchased, the new 
inventory will be smaller than the old 
one, and to determine cost of materials 
consumed or goods sold the decrease in 
the inventory must be added to cost of 
purchases. 

If. the new inventory is inflated or 
padded the income statement is accord- 
ingly falsified and net profit is overstated 
to just the amount that the inventory is 
padded. This is sometimes the recourse 
of unsuccessful managers who wish to 
prolong their tenure of office. Since, 
however, a new padded inventory soon 
becomes an old one it becomes necessary 
in turn to pad the succeeding inventory 
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to an even greater degree, with the re- 
sult that the abnormally large figure 
leads to investigation and the downfall 
of the falsifier. An extraordinary in- 
crease in the inventory should not be 
permitted to pass unchallenged. Inquiry 
into the reason for it may uncover some 
important source of trouble. 


Inventory and the Accountant 


The inventory may or may not be 
given in the income account. More often 
it is omitted. In such case the investor 
must depend on outside information; or, 
if the income account has been certified 
by a reliable firm of public accountants 


Such loss must be more 
than counterbalanced by gains on other 


the situation. 


sales. To determine these gains an ac- 
curate record of costs must be kept. 


dé Costs 


By “costs” is meant not merely those 
direct costs in labor and material that 
are comparatively easy to determine and 
which cannot long be neglected because 
they must be frequently paid: for, but 
also those costs, universally incurred, 
and of equal importance, but which are 
frequently omitted, at least temporarily, 
because of the difficulty of determining 
their amount and incidence to the goods 








TABLE II 
OPERATING RATIO OF FIVE RAILROADS 
Company— 1910 1911 1912 1913 1914 
ene tt IIURG oc vccansccvakedscéeneces 60.02 64.57 64.60 65.31 67.32 
PE ae ta eaten ania sckannt ink 75.53 76.15 76.61 80.06 80.63 
New York, New Haven & Hartford........... 63.74 65.80 64.58 68.83 72.83 
Atchison, Topeka & Santa Fe................ 70.26 69.02 70.05 70.41 71.10 
Se MIE a cis dtnGthieccsacdcbece déus 65.01 67.75 70.03 69.04 72.79 
PND \ intendeedstndnsndenebenbaenaenen - 6691 68.66 69.17 70.73 72.93 





he may safely take their visé for the 
fairness of this item. It is not customary 
for the professional accountant to take 
the inventory himself nor even for him 
to verify all the items in it. Nor is the 
liability of the independent auditor on 
fraudulent inventories very definitely de- 
termined at law in this country. He is 
expected, however, to investigate a fair 
proportion of the inventory items, while 
his general supervision and the moral 
effect on the management of an inde- 
pendent audit go a great way towards 
insuring the reasonableness of the in- 
ventories. 

If the company under consideration is 
engaged in manufacturing the investor 
should satisfy himself of the adequacy 
of the cost keeping system in operation. 
Without a satisfactory cost system no 
manufacturer can safely make quotations 
in competition with other manufacturers. 
How does he know that his competitors 
are not selling at a loss? How can he 
avoid doing so except by having an ade- 
quate cost system? It may sometimes 
be necessary to sell below cost but this 
should be done with a full realization of 





manufactured. These costs are known 
under the collective term of “burden” or 
“overhead,” and in a broad sense include 
interest on investment, rent, light, heat, 
depreciation of buildings and rolling 
stock, etc.—in short, all those costs of 
operating incurred in the manufacture 
of a product or the production of a serv- 
ice in addition to direct labor and ma- 
terial costs. If investors realized the 
need for adequate depreciation charges 
and the frequency of bankruptcies due 
to the lack of such charges, they would 
give this matter greater emphasis. 

If a factory building costs $150,000 
and will last 50 years, clearly, on an 
average, $1,000 of the value of that 
building becomes a yearly cost of manu- 
facture and is as much an element of 
cost as labor or material. The failure 
of the management to make allowance 
for depreciation in any year modifies to 
that degree the accuracy of the income 
account. 


Inadequate Information 


Unfortunately much necessary infor- 
mation about these matters is hidden 
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from the .investor. The extreme mea- 
gerness of detail presented in the pub- 
lished statements of many corporations 
is very, disappointing. But if investors 
learn to discriminate between those that 
do and those that do not publish ade- 
quate information, that would tend to 
improve matters by making it more difh- 
cut for companies pursuing occult 
methods to dispose of their securities. 

The value of the operating ratio for 
comparative purposes may be largely re- 
duced by lack of a uniform system of ac- 
counts. If the’*same system has been in 
effect in a corporation for a series of 
years valid comparisons may be made 
between two or more years. If a uni- 
form system of accounts is in effect the 
range of possible comparisons is to that 
extent enlarged. Among railroads the 
tendency in recent years has_ been 
towards a constantly increasing operat- 
ing ratio, owing to the greatly increased 
cost of labor and other operating costs. 
The tendency is shown in Table II. 

These roads are fairly representative 
and a more extended table would present 
substantially the same results. This 
table reflects the development of con- 
ditions that have been largely respon- 
sible for the present railway situation 
and the loss in popularity suffered by 
some railway stocks. 

Outside the field of the railroads the 
value of the operating ratio must depend 
upon the completeness and uniformity of 
accounting systems. It is useful in 
studying the public service companies 
which now meet the requirements of 
state commissions as to form and termi- 
nology. On the other hand it is useless 
in studying the Standard Oil subsidiaries 
because of the insufficiency of the pub- 
lished data. 


Other Income 


+Coming to that division of the income 
account in which “other income” is 
listed it is sufficient to note that this 
means income from those extraordinary 
sources from which a corporation may 
be fortunate enough to supplement its 
income from its principal line of activity. 
In some cases this is a negligible item. 
In others it is a matter requiring careful 
consideration. In yet other cases it may 


become the chief, in place of the sub- 
sidiary, source of income, as when a 
company gradually transforms itself into 
a holding company through the purchase 
of the securities of other companies. In 
such a case it is best to consider the 
income from securities held as the in- 
come from operations, while income 
from direct operations would become 
income from other sources. 


Fixed Charges 


The fixed charges are not apt to pre 
sent any considerable misstatement of 
values. The determination of the 
amount of the fixed charges lies largely 
beyond the will of the management. In- 
terest on. bonded indebtedness must be 
paid to avoid foreclosure and taxes are 
levied and collected by the state. The 
significance of the items composing the 
fixed charges lies rather in their com- 
parative amounts. After operating costs 
are paid there should remain a balance 
not merely sufficient to cover fixed 
charges, but there should be an excess 
over and above fixed charges sufficient 
to make possible an encouraging divi- 
dend policy and the establishment of a 
surplus reserve to act as a buffer against 
the deficits of lean years. 

The whole question of fixed charges, 
—the extent to which they may be in- 
creased without endangering the com- 
pany, the amount that should be reserved 
as surplus after their payment, and the 
dividend. policy that is so directly de- 
pendent on them—can only be answered 
by first carefully studying the peculiar 
conditions surrounding the company in 
question. If, as in case of most public 
utilities, the operating ratio is fairly low 
and uniform year after year and income 
is not liable to large fluctuations, then a 
larger relative burden of fixed charges 
can be carried than in case of those 
companies, industrials, etc., which are 
subject to great extremes in earning 
power. Industrials must create large 
surpluses to meet possible future contin 
gencies. Public utilities may safely de- 
pend on smaller ones. In 1914, the 
U. S. Steel Corporation was forced to 
diminish its surplus considerably. 
owing to the contraction in income 
caused by the outbreak of the war. 











Investment Offerings 





[Under this caption we will publish from time to time a list of what we regard as con 


servative investment offerings by firms of unquestioned reliability. These securities will be 
of the type that should interest investors who regard safety of principal as the primary con- 
sideration in making their commitments.—Editor.] 





CITY OF TOLEDO, OHIO, $605,000 4% Rev- 
enue Bonds, due serially October 1, 1928-1942. 
These bonds are exempt from the Federal In- 
come Tax, and are offered to yield 3.8242% 
by Stacy & Braun, 5 Nassau Street, New York 
City. The bonds are legal investment for sav- 
ings banks and trustees in New York, Massa- 
thusetts and Connecticut—eligible to secure 

ostal savings deposits at 90% par value. 

HYDRAULIC POWER COMPANY OF NI- 
AGARA FALLS, Refunding and Improvement 
Mortgage 5% Bonds, dated October 1, 1916, 
due October 1, 1951. These bonds are secured 
by a direct mortgage on the power canal, power 
plants, buildings, penstocks, turbines, equip- 
ment, real estate and other specified property 
of the company subject only to $3,500,000 first 
and refunding (closed) mortgage 5% bonds. 
Offered by Spencer Trask & Co., 25 Broad 
Street, New York City. 

MONTREAL TRAMWAYS COMPANY, First 
and Refunding Mortgage 5% Gold Bonds, dated 
July 1, 1911, due July 1, 1941. These bonds are 
issued in denominations of $500 and $1,000. 
Previous issues have been listed on the New 
York, Montreal and London Stock Exchanges 
and application will be made to list the present 
issue. Offered by Harris, Forbes & Co., Pine 
Street, New York City, at 96% and interest, 
yielding 5.25%. The bonds are redeemable at 
105 and interest on any interest payment date. 
Payable in London, principal and interest, in 
Pounds Sterling at the fixed rate of exchange 
of $4.86 2/3. 

CITY OF NEWPORT NEWS, VA. $130,000 
4%% School Bonds, dated January 1, 1917, and 
due January 1, 1957. Bonds in $1,000 denomi- 
nations. Offered by Hornblower & Weeks, 
42 Broadway, New York City. These bonds 
are exempt from Federal Income Tax and no 
certificate of ownership is required in collect- 
ing principal or interest. The bonds are 
eligible to secure United States Postal Savings 
deposits and as an investment for insurance 
companies. 

CITY OF PROVIDENCE, R. I. Coupon 
Gold 4% Bonds, dated January, 1917, due 
January, 1947. These bonds are offered by 
Blodget & Co., 60 State Street, Merril, Oldham 
& Co., 35 Congress Street, and Curtis & Sanger, 
33 Congress Street, Boston, Mass. The bonds 
are exempt from Federal Income Tax. The net 
debt of the city is only 3.63% of the assessed 
valuation. The bonds are a legal investment 
for the savings banks and insurance companies 
of all the New England states and New York. 

GOVERNMENT OF URUGUAY. $2,500,000 
loan has been made by the Montevideo branch 
of the National City Bank of New York City. 

CENTRAL POWER & LIGHT CO. $600,000 
First Mortgage and Prior Lien 6% Thirty-Year 
Gold Bonds, dated October 1, 1916, due October 
1, 1946. Denominations of $100, $500 and 
$1,000. with privilege of registration as to 
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principal. Bonds are a direct first mortgage 
and prior lien on all the properties, rights, 
franchises, etc.. of the company, which have a 
value in excess of the bonded indebtedness. 
Offered at 100 and interest to yield 6% by 
Liggett, Hichborn & Co., 61 Broadway, New 
York City. A sinking fund of % of 1% of all 
outstanding bonds begins operation in 1917. 

OREGON-WASHINGTON RAILROAD & 
NAVIGATION CO. First and Refunding Mort- 
gage 4% gold bonds, dated January 3, 1911, 
and due January 1, 1961. Amount outstanding 
in hands of the public $39,401,800. Uncondi- 
tionally guaranteed, principal and interest, by 
endorsement by the Union Pacific Railroad 
Company, which pays the normal Federal In- 
come Tax. Bonds listed on the New York 
Stock Exchange. Offered by Tilney, Ladd & 
Co., 43 Exchange Place, New York City. 

CITY OF PHILADELPHIA 4% loan, dated 
January 1, 1917 and due serially 1922 to 1967. 
Free of all taxes in Pennsylvania, free from 
Federal Income Tax, and a legal investment 
for Trust funds. These bonds have a high 
investment standing. They are offered for sale 
through the mayor’s office, Philadelphia, Pa. 
Sealed proposals will be received at the mayor's 
office until Monday, January 8, at 12 o'clock 
noon. 

OHIO CITIES GAS COMPANY, 6% Serial 
Gold Notes, dated January 1, 1917 and due 
serially until January 1, 1921. Coupon bonds 
in denomination of $1,000. Redeemable in 
whole or in part on any interest day on 30 
days’ notice at 102% and interest if redeemed 
on or prior to July 1, 1918 and at 101% and 
interest if redeemed on or prior to July 1, 1918. 
Offered by the Guaranty Trust Company, 140 
Broadway, New York City, at 99% to 100%, 
depending on the maturity. Practically all 
these notes have been sold and the remainder 
are offered subject to prior sale. 

UNITED STATES GOVERNMENT. The 
President has tentatively agreed to the issue 
of bonds to meet the deficit of about $180,- 
000,000 for the fiscal year ending June 30, 1918. 
Most of the emergency expenditures were due 
to the stay of American troops on the Mexican 
border. 

UNITED STATES GOVERNMENT bonds are 
being offered by Harvey Fisk and Sons, 62 
Cedar Street, New York City. These bonds 
are fully ‘described in comprehensive books 
furnished on request. 

OHIO SOUTHERN UTILITIES CO. 6% 
bonds dated October 2, 1916 and due October 
1, 1933. Offered at 101 and interest yielding 
5.90% by the Chicago Savings Bank & Trust 
Co. These bonds are a first mortgage. 

MIDDLE STATES WATER WORKS CO. 
First Mortgage 6% collateral gold bonds, dated 
November 1, 1916 and due November 1, 1936, 
offered by Halsey, Stuart & Co. 
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Bond Inquiries 





Cc. & O. Convertibles 

C. B. M., Buffalo, N. Y.—Chesapeake & Ohio 
Convertible 4%s are convertible into common 
stock at par until February 1, 1920, unless 
called for redemption, in which case they will 
be convertible up to and including the 2nd of 
January and July next preceding the redemp- 
tion date. 


West Penn Ist 5s 


. M. B., Woodbury, N. J—West Penn 
Power Ist 5s Series A, due 1946, is not en- 
titled to be placed among the highest grade 
bonds, but it is ranked among the best of the 
second-grade issues. Within the course of a 
reasonable time these bonds will probably 
reach a higher investment plane, especially if 
the results of the company prove as satis- 
factory in the future as they have in the recent 
past. We cannot consider them absolutely 
safe, but we might regard them as a very 
good business man’s investment. 


U. S. Light & Heat., Ist 6s 


C. P. J., Walla Walla, Wash.—U. S. Light & 
Heat Corporation Ist Mortgage 6% 20-year 
sinking fund bonds are an exceedingly risky 
speculation, in our judgment. This company 
1s the successor of the U. S. Light & Heating 
Company, sold under foreclosure proceedings 
on July 1, 1915, for $1,000,000 to the stock- 
holders protective committee. The present 
company has been far from successful. It 
showed a net operating loss for the vear ended 
June 30, 1916, of $192,245. 


Northwestern Terminal Ry. First 5s 


D. L. C., New York.—Northwestern Ter- 
minal Railway Ist 5s are no longer guaranteed 
by the Denver & Salt Lake Ry. You doubt- 
less have in mind the guaranty of these bonds 
by the Denver Northwestern Ry., which guar- 
anty was not assumed by the present Denver & 
Salt Lake Ry. 


Missouri Pacific 4s W. I. 


J. K. S.. Mankato, Minn.—Missouri Pacific 
4s W. L. is the junior lien of the reorganized 
road. It is subject to $46,923,150 new First 
and Refunding 5s and to the prior lien thereto, 
aggregating $128,458,620. The amount of these 
bonds to be issued is $44,399,292, but this 
amount is subject to increase (up to $47,378,- 
792), according to the amount of holders of 
Central Branch 4s and Central Branch Union 
Pacific 4s, who may elect to take these bonds 
pee for par. While the reorganization plan 

as scaled down the funded debt of the Mis- 
souri Pacific by a very heavy amount, it has 
not, in our judgment, been drastic enough to 
give these bonds an especially attractive out- 
look, and we are inclined to the opinion that 
it will be a very long time before the issue can 
be established in a strong enough position to 
justify a materially higher market. price than 
now, 
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Western Pacific 5’s 

F. C. W., Philadelphia, Pa.—Western Pa- 
cific 5’s we consider as one of the best of 
the low-grade bonds. This bond cannot be 
classed as a high-grade jssue yet, because it 
is the obligation of a reorganized railroad and 
it is unseasoned, but the indications are that 
its investment position will improve steadily. 
The bonds represent the only funded debt of 
the road. 


Trend of Bonds 


M. C. S., Chicago, I1—The views expressed 
in your letter quite agree with our own in 
reference to bonds. The trend of bond issues 
recently, especially in corporation bonds, has 
been upward, and we are rather inclined to 
the opinion that somewhat lower prices will 
be seen. However, the public.utility bond is- 
sues generally are in a very strong position, 
and we believe this class of securities affords 
some of the best opportunities for attractive 
investments of any in the market. It would 
be to your advantage, however, to diversify 
any investments which you make, and you 
ought to select some other bonds out of the 
public utility classification, as high-grade rail- 
road bonds or municipal bonds with a sprin- 
kling also of foreign government bonds. 


” 
Oklahoma Ry. Ist 5’s 


R. M., New York City—Oklahoma Railway 
Ist & Refunding 5’s due 1938 of which there 
is only a very small amount outstanding, may 
be considered a very high grade security, but 
the first and refunding 5’s due 1941 of which 
there are $3,580,000 outstanding, must be given 
a second class rating although they are good 
bonds, and have a fair security back of them. 


Federal Dyestuff & Chemical 6% Notes 


Federal Dyestuff & Chemical Corporation 
2 year Ist (closed) mortgage 6% gold notes 
are convertible into stock after January 1, 1917 
at the rate of 15 shares for each $500 note. 

The value of the notes on January 1, 1917, 
on the basis of the present market price of 
the stock around 51, would be approximately 
$750. (for the $500 notes) and $1, (for the 
$1,000 notes). 


Russian Bonds 


E. D. C., Boston, Mass.—Russian Govern- 
ment 5%% internal loan bonds are not, in our 
judgment, good invéstments, but are not with- 
out speculative possibilities. Although Russia 
is a country with vast resources, the credit of 
all belligerents may be strained to the utter- 
most before the war is over, and we therefore 
cannot recommend their purchase. Of course. 
if you desire to assume the speculative risk in- 
volved, you have a chance of making a large 
profit should the war stop in the near future 
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Notes 





Adirondack Electric.—Declared an initial 
quarterly dividend of 1% per cent. on the 
preferred stock. Gross revenues for 12 
months to October 31 were $1,494,025 
against $1,279,776 in 1915 and surplus avail- 
able for dividends $328,358 against $246,768 
in 1915. The earnings on the stock were 
equal to 13.12 per cent. against 9.88 per cent. 


American Gas & Electric—Declared an 
extra dividend of 2 per cent in common 
stock on the common stock in addition to 
the usual quarterly cash dividend of 2% 
per cent. payable January 2. 


American Power & Light. — Subsidiary 
companies report combined gross revenue 
for 12 months ended November 30 of $8,- 
416,623, an increase of $624,325. Net after 
taxes was $3,931,216, an increase of $378,622. 


Boston Consolidated Gas.— Petition of 
company to make contract with New Eng- 
land Gas & Coke Co. at the rate of 34% 
cents a thousand cubic feet or at an in- 
crease of 5 cents over present price, has 
been disapproved by the Massachusetts Gas 
& Electric Light Commission. 


Brooklyn Rapid Transit—Gross revenue 
increase for December reported to be above 
$150,000, representing the best gain shown 
for the current fiscal year. 


Carolina Power & Light Co.—Declared 
initial dividend of % of 1 per cent. on com- 
mon stock. The company is controlled by 
Electric Bond & Share Co. 


Chicago City & Connecting at ys 
Declared semi-annual dividend of $2.25 on 
preferred stock payable January 1, thus re- 
storing the stock to the regular annual 
divdend basis of $4.50. 


Cities Service.—November earnings broke 
all monthly records with gross income of 
$1,328,389, an increase of $837,766 or 170 
per cent. over November, 1915, and sur- 
plus available for dividends of $1,033,756, a 
gain of 240 per cent. over corresponding 
month of 1915. For 12 months ended No- 
vember 30, gross was $9,071,719, an increase 
of 108 per cent. and net $6,272,488, an in- 
crease of 200 per cent. over 1915. Regular 
monthly cash dividends of % of 1 per cent. 
on preferred and % of 1 per cent. on the 
common together with % of 1 per cent. in 
stock on the common was declared payable 
February Ist. 


Columbia Gas & Electric.—Surplus for 
stock for 11 months to November 30 was 
$759,988, indicating that total net for the 
full year will reach $1,000,000, which would 
be equal to 2 per cent. on $50,000,000 stock. 


It is stated that the inauguration of divi- 
dends before the middle of 1917 is not 
probable. 


Commonwealth Railway, Light & Power. 
—Reported for 11 months to November 30 
gross of $15,229,328, an increase of 16.13 per 
cent. and net of $2,311,545, an increase of 
16.37 per cent. 


Detroit United.—Plans to increase capital 
from $12,500,000 to $25,000,000 and stock- 
holders wili be asked to approve the in- 
crease at annual meeting February 6, and 
to give directors authority to put it out at 
such times and in such amounts as may 
be required. Earnings for 1916 fiscal year 
stated to have broken all records. 


New York Railways.—November returns 
showed loss of 5,770,029 passengers and 
$278,725 in revenue as compared with the 
previous year. 


Laclede Gas.—Distribution of $1,700,000 as 
extra 10 per cent. dividend on common 
stock has been ordered. 


Massachusetts Gas.—November earnings 
broke all records with net including profits 
from the munitions plant of $481,788. 


Pacific Telephone & Telegraph.—Reports 
net operating income for 10 months ending 
with October, 1916, of $3,739,012 against 
$3,703,757. 


Peoples Gas & Electric—Proposed new 
gas rate schedule provides that, after 6 per 
cent. return has been earned on the $85,000,- 
000 of outstanding capital, 4 of the remain- 
ing profit shall apply to a reduction in the 
rate on gas, % goes to the amortization 
fund to reduce capital account, and 4% to 
the company for extra dividends or its re- 
serve funds. 


Twin City Rapid Transit Co.—Minneap- 
olis Street Railway, a part of this company’s 
system, has applied for renewal of fran- 
chise expiring in 1923, and is asking a 30- 
year franchise with a fare which will allow 
a return of 7 per cent. on investment with % 
the surplus earnings on the stock after 1923 
and % the surplus earnings previous. 


United Gas & Electric—Gross income 
from all sources for- 12 months ended No- 
vember 30 was $1,454,060. After interest 
and other charges and Ist preferred divi- 
dends, there remained a surplus of $260,406. 


Western Union.—Declared an extra divi- 
dent of 1 per cent. in addition to the reg- 
ularly quarterly dividend of 1% per cent., 
payable January 15 to stock of record De- 
cember 
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Amer. Marconi 
K. M., Brooklyn, N. Y.—We do not recom- 
mend American Marconi. While the com- 
s business is improving and it is in.a 
position to show a very large expansion after 
the Fao we believe the stock is more or less 
risky. 


Cities Service 

Controls properties in 22 States of 
the United States, and also in the Prov- 
ince of Ontario in Canada. For. 18 
months previous to January, 1916, all divi- 
dends were suspended; the 9% accumulated 
preferred dividends were then paid in 5% 
convertible debentures and regular divi- 
dends resumed. The common stock is now 
again on a dividend basis. There were 
$5,000,000 5-year 7% notes, due 1918, out- 
standing until July of this year, when they 
were redeemed. In 1913 earnings were 
double preferred dividends, in 1914 also 
about double, in 1915 about 2% times, in 
1916 will probably exceed 5 times preferred 
requirements. 


Ohio Cities Gas 
Columbia Gas & Electric 

J. H. W., Cincinnati, Ohio—We consider 
the stock of Ohio Cities Gas very speculative, 
as we believe it has more than ‘Geccemted its 
intrinsic value and immediate prospective 
worth. If you purchased the stock at a con- 
siderably lower figure and have a good sized 
profit, we certainly recommend that you ac- 
cept it, as we believe that all speculative stocks 
are more than usually risky to hold in a mar- 
ket of this character and under the uncertain 
conditions which prevail. t 

Columbia Gas & Electric is showing an im- 
provement in earnings, but hardly enough, in 
our opinion, to justify optimism on the stock 
at this price. In fact, we are inclined to the 
opinion that estimates of earnings are exag- 
gerated. The stock, we believe, kas been put 
up largely through the efforts of pools. The 
operations have been based on glowing re- 
ports as to the amount of money this com- 


pany can make from its cage production. - 
the 


We believe it will take company a long 
time to bring its gasoline production up to a 
point where the profits therefrom will prove 
an exceedingly important part of its eafnings. 


Alabama Light & Power 

W. K. N., Chicago, Ill—Alabama Light & 
Power Co. Ltd. (Preferred). We presume 
this is the stock to which you have reference. 
It is authorized to the amount of $5,000,000, 
of which $1,000,000 is now outstanding. The 
stock is entitled to 6% dividends after May 1, 
1915, and is cumulative. The earnings of the 
company are poor, however, and in October, 
1914, bondholders agreed to defer the Septem- 
ber, 1914, and March, 1915, interest for three 
vears. It was also decided to cancel Sinking 
Fund provisions for the retirement of the 
bonds. Since the interest cannot be earned 
on the bond issues, the stock is necessarily in 
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a very poor position. We are unable to obtain 
a price on this issue, as it is very inactive. 


A. T. & T. 


J. C. B., New York City.—It is difficult te 
express an opinion as.to whether or not Amer 
ican Tel. & Tel. stock at 125 has discounted 
the new stock issue. When a new stock issur 
is announced the theory is that the market fo. 
the stock discounts the probabilities as to wha, 
effect increased floating supply will have. The 
new American Tel. & Tel. stock will not be 
traded in until about November 1, 1917, as 
that is the date on which the last subscription 
payment is due. The stock will probably nox 
be listed until it is full paid, although trading 
might be started in certificates, upon which ad 
vance payment is made in full. The rights to 
subscribe to the new stock expire on January 
22, 1917. We consider the stock an attractive 
purchase at present, provided one is prepared 
to hold it through a possible decline in sym 
pathy with a further depression in the genera! 
market. In other words, if bought for a long 
pull and for income, we feel justified in recom- 
mending purchases. We cannot undertake to 
make any forecast as to how long it would 
take a stock to recover its dividend. That is a 
matter which depends entirely on future de- 
velopments in the situation and on general 


market conditions. 


Northern Texas Electric 
B. B. M., Lakewood, O.—October earnings 
and earnings for the 12 months ended October 
31 compare with the previous —_ as follows 
191 191 


Surp. aft. chgs 

The above, as you see, indicates quite a 
satisfactory improvement for the month of 
October, although the 12 months showing does 
not compare so favorably. In the first 6 months 
of this year it was stated that the company’s 
gross earnings had fallen off to the extent of 
$150,000, due to jitney competition. Since 
August, however, both gross and net earnings 
have been picking up rather fast, as showed in 
the following tabulation: 

Gross Net 

August.... $155,378 $57,762 
Sept 161,045 66,789 
October.... 205,491 102,857 

The situation in this company is now very 
much more encouraging and the outlook is 
better than for some time. 


Surplus 
$28,845 


Kings County El. Lt. & Tr. 

J. B. C., Newark, N. J—Kings County Elec- 
tric Light & Power is one of the highest grade 
and stable investment stocks. If you have pur- 
chased it for income only, you should not be 


disturbed by market fluctuations. Eventually 
it should probably sell back to the price you 
paid for it and above, in our judgment. 
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Oil Stocks On 


a Peace Basis 





By L. R. 


BEECH 





HE tragic (for the public) last act 
of the 1916 market revealed the 
oil stocks in a double role. They 

had discarded their war paint in which 
they so successfully courted the favor of 
the ultra-speculative audience of 1915-16, 
and stood out in their true colors, as 
peace stocks. At least that was the con- 
clusion of the majority of critics, com- 
petent to judge the quality of the per- 
formance. 

It was a strictly pantomime per- 
formance, but the effect was striking. 
With the war stocks and the semi-war 
stocks melting away on December 19, 20 
and 21, the most spectacular days of the 
“peace panic,” the oils held almost like 
the proverbial rock. Both the Standard 
Oil group and the other, growing and 
ambitious group “The Independents,” 
stood the acid test with an average loss 
of hardly more than three or four per 
cent. 

Such action could not be attributed 
to a sold-out and hence unusually strong 
technical condition. The oils in Novem- 
ber and December had a big upward 
swing and they were selling around the 
top when the break came. A conspicu- 
ous example was Texas Co. The Texas 
Co. is one of the important export con- 
cerns, and the movement of the stock 
therefore reflects the outlook in that 
direction. It had already had one of the 
sensational advances of the year but it 
wound up with a thriller. From a low 
point of 202 on December 21 it shot up 
to 237% on December 29, the final day 
of trading in 1916. 

When the action of an individual stock 
or of a certain group of stocks is so 
strongly in contrast with the action of 
the general market, it is usually a highly 
significant indication. The signs are 
not infallible but they are a good guide 
more often than not. 

In a brief article of this nature it is 


impossible to dwell at length on argu- 
ments and statistics. Therefore, we will 
only outline the principal features of the 
situation as a guide to the investor who 
is now looking for securities which are 
likely to prove profitable to hold until 
after the close of the war. 

While exports in both quantity and 
value are now breaking all records, the 
fact remains that the Central Empires 
and Belgium, which were among the lar- 
gest Continental consumers of American 
petroleum products before the war, are 
entirely shut off from receiving direct 
importations. Moreover, exports of il- 
luminating oils have shown a heavy fall- 
ing off for almost every country. Before 
the war, kerosene comprised nearly 50% 
of the quantity and value of our petro- 
leum exports. The Far Eastern markets, 
whose development was halted at the out- 
break of the war, should offer wonderful 
possibilities of development after the war. 

There are no less than 200 tank steam- 
ers interned in various parts of the world. 
These, of course, will be released for the 
carrying of oil when peace is declared. 
Then the German, Austrian and other 
Central European markets will be re- 
opened and will require for some time 
abnormal amounts of petroleum to re- 
plenish exhausted reserves. A very im- 
portant point to consider is the fact that 
man-power and horse-power destrayed 
in the war will have to be replaced. This 
means increased use of machinery and 
increased use of automobiles for commer- 
cial purposes. Many thousands of auto- 
mobiles requisitioned for war use have 
already been rendered “parts of the scrap 
heap.” This fact, we believe, has not 
been given due consideration by those 
who claim that a large proportion of the 
automobiles being used in the war will 
become idle after the war. 

The application of fuel oil to use in 
ships is increasing at a very rapid rate. 
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With coal prices rising, the advantages 
of fuel oil are becoming greater all the 
time. Once a vessel is equipped to burn 
oil, it can never be economically adapted 
to use coal. With the return of peace, 
and the consequent revival of world com- 
merce on a larger scale, the demand for 
fuel oil is certain to increase by leaps 
and bounds. 

In the opinion of the writer, the pos- 
sibilities have not been discounted in the 
prices for oil stocks, especially for the 
stocks of those companies which stand to 
directly benefit from the reopening of the 
foreign markets. Such companies are 


briefly commented on below. 


The Obvious Peace Stock 


Standard Oil of New Jersey is “the 


obvious peace stock.” 

If it were listed on the stock exchange 
and selling at $70 a share instead of $700 
it might conceivably become in peace 
the anthesis of Bethlehem Steel in war. 

Standard Oil of New Jersey is the 
despair of statisticians, for there are no 
statistics, The company is far too ex- 
clusive to issue a balance sheet or income 
account. Hence the investor or specu- 
lator has not those usual indispensable 
guides. 

However, there is an array of gener- 
alities on Standard Oil of New Jersey 
which furnishes the most convincing evi- 
dence of the stock’s tremendous possi- 
bilities. 

The New Jersey Co. has the following 
foreign subsidiaries whose business 
should be directly and favorably affected 
when peace is once more restored in 
Europe: 

P.C. 


Stock Owned 


Company —— 
seli- 


Deutsche-Amerikanische 
schaft (Germany) 
Romana-Americana Co. (Rumania) ; 

American Petroleum Co. (Netherlands- 
Western Germany-Belgium) 51.3 

Societe Pour le Vente de Petrole (Bel- 
gium and Luxemburg) 

Societa Italo-Americana Petrolio (Italy). 60.0% 


Each of these companies is a large and 
important unit, producing, transporting 
or distributing petroleum and petroleum 
products on a very big scale. Any re- 
vival of their business will react favor- 
ably on the business of the parent com- 
pany, for through the American organi- 


Petro. 


zation these subsidiaries are, under nor- 
mal conditions, supplied with the major 
portion of the products they market. The 
Romana-Americana is the only important 
producing company. 

No company is as well equipped to 
handle export business as is the Stand 
ard Oil of New Jersey. Its fleet con 
sists of over 40 tank steamships aggre 
gating a gross registered tonnage oi 
nearly 200,000 tons. In addition it has 
under construction in various American 
shipyards about 15 vessels, 11 of which 
are of 10,000 to 15,000 tons capacity 
each. The company’s refinery at tidewa- 
ter, Bayonne, New Jersey, is the largest 
in the world. Through alliances and af- 
filiations with producing and _ refining 
companies all over the United States, it 
acts as distributor abroad of a vast 
amount of crude and refined products, 
in addition to its own production. 

In a word, the company is the domi 
nating factor in the foreign field. Its un- 
limited resources, and unsurpassed or 
ganization, insures the permanency of 
this leadership. 


Standard Oil of New York 


Standard Oil of New York’s marine 
equipment ranks next to that of the New 
Jersey Co. Its ships are operated 
through its subsidiary, the Standard 
Transportation Co. The latter owns a 
fleet aggregating approximately 200,000 
tons, including small craft, and there are 
additional vessels under construction. 

The New York company is the pioneer 
in the development of the Far Eastern 
markets. Fifteen years ago China im- 
ported the insignificant total of 10,000,- 
000 gallons of kerosene a year, while to- 
day it needs above 120,000,000 gallons 
annually. With a population of 400,- 
000,000 potential users of kerosene and 
other petroleum products, China affords 
one of the most promising of fields for 
exploitation by oil companies. 

Standard Oil of California 


While the Standard Oil of New 
York’s organization is the distributing 
agency for oil in China, the Standard Oil 
Co. of California is the source of sup- 
ply. The location of its refineries and 
producing properties on the Pacific 
Coast, needless to say, place the company 
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in an ideally strategic position to export 
to the Far Eastern markets. Hence, 
Standard of California furnishes to 
Standard of New York, which is not a 
producing company, the bulk of the 
crude and refined products which the lat- 
ter sells to its Oriental customers. In 
fact, nearly two-thirds of its output of 
illuminants, is exported to China and 
Japan. Twenty-five per cent of the 
American oil shipped to China last year 
went from California and all but a few 
cargoes were furnished by the Standard 
Oil Co. of California. The company also 
supplied 60% of the American oil 
shipped to Japan. Its illuminating oil 
went to British India and the Dutch In- 
dies, and in increasing quantities to Aus- 
tralia. 


Atlantic Refining 


This company will be in a particularly 
favorable position to benefit from what- 
ever increased export demand there is 
for petroleum after the war is over. Its 
exports have averaged practically 25% 
of the clearances of petroleum products 


from the port of Philadelphia, and this 
despite the fact that it has not owned a 
single tank steamer, until recently. That 
handicap will be removed very shortly, 
however, for the company has just been 
delivered the first of five tankers which 
it contracted for in 1915. The company 
has at Point Breeze, near Philadelphia, 
one of the largest and best located plants 
for export business that is to be found 
on the Atlantic Seaboard. 


Chesebrough 


No American company has more suc- 
cessfully anticipated the opportunities 
that should be open for Yankee capital 
in Russia after the war than the Chese- 
brough Mfg. Co. Although it did not 
attempt to establish a marketing organ- 
ization in that country until about 1913, 
it had already built up a flourishing busi- 
ness when the war broke out. Even 
with the war going on the company has 
made substantial shipments of its “Vase- 
line” products into Russia by way of 
Archangel, and has steadily increased its 
business. It now has an active sales or- 
ganization of over 300 “live wires” who 
have introduced “Vaseline” into the 


homes of peasants in the remotest parts 
of the Czar’s empire. 

The Chesebrough company has also 
sown the seeds of a very greatly in- 
creased business throughout all Europe. 
Early in the war the company distributed 
thousands of sample tubes of “Vaseline” 
to soldiers. The latter, it is reported, 
have become so attached to these tubes 
because of their usefulness in soothing 
the hundred ills of the camp and march, 
that they cannot do without them. How- 
ever that may be, the fact remains that 
“Vaseline” has received enormous ad- 
vertising in the war. 

Perhaps the reader wonders why we 
quote the word. “Vaseline” is a coined 
word and has always been used by the 
Chesebrough company as a trade mark 
for its petrolatum products. The word 
has, however, become a noun by usage, 
so that witenever we hear it we think nat- 
urally of what should more properly be 
called petrolatum, a product turned out 
by dozens of refining companies, but 
sold under the name of “Vaseline” only 
by Chesebrough. By any other name it 
would probably not sound as good to us. 


The Texas Co. 


The Texas Co., commonly regarded as 
the leading independent oil concern in 
the business, has an organization which 
closely resembles that of the Standard 
Oil Co. of New Jersey. The company 
is engaged in the export field on an enor- 
mous scale. In a way it has an advan- 
tage over any of the individual Standard 
Oil companies in its foreign operations 
since there is no reason why it should 
confine its activities to one‘country be- 
cause a sister Standard Oil Co. is al- 
ready established in that market. The 
company has a magnificent fleet of tank 
steamers, to which it is adding all the 
time. It has devoted a large part of 
its energies in recent years to developing 
markets in the West Indies, South 
Africa, South America and the Orient. 
Its business in these countries has been 
growing steadily, even during the war 
and under the handicap of shortage in 
ocean transportation. The Texas Co.’s 
foreign business should make remark- 
able strides in the years following the 
war's termination, 











Where the Copper Comes From 


Location of the Most Important American Mines—Some 
Vital Statistics Concerning Them 





By EDWARD R. DOYLE 





SK the average man in Wall Street 
A to name and locate ten of the 
largest copper producing copper 

mines in the United States and it is 
better than an even wager that he will 


“The coppers were weak with Butte 
& Superior Copper leading the decline,” 
for the average man knows that Butte & 
Superior is a zinc producer with only a 
small amount of copper as a by-product. 
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IMPORTANT COPPER MINES OF AMERICA 


Location 
United States 
Butte, Montana 


Estimated 

Output for 
1916 (Ibs.) 
325,000,000 


Mining costs, 
per pound 
(cents) 


Utah, Alaska, S. A. 230 


Bingham, Utah 
Ariz. N. M. & Mex. 


185,000,000 
170,000,000 


Globe, Arizona 


Miami, Ari 
Clifton, Arizona 4% 
Houghton, Michigan 
Globe, Arizona 
Ajo, Arizona 
Butte, Montana 
Hancock, Michigan 
Calumet, Michigan 
Bisbee, Arizona 
Copperhill, Tennessee 
umet, Michigan 
Clifton, Arizona 
Superior, Arizona 
Bingham, Utah 
Calumet, Michigan 
Globe, Arizona 
™* Canada: 
Phoenix, B. C. 


Sonora Province 


(See Phelps-Dodge above) 
55,000,000 10.00 


Mexico 


"Alaska: 
Latouche & Kennecott 
South America: 


Chile 
Peru 
Chile 


= 23s... 
Braden Copper 








not be able to do better than five. He 
might be able to do somewhat better 
than the market commentor for a 
leading financial journal, who ingenu- 
ously wrote: 


but his conception of the exact situ- 
ation of some of the copper properties 
whose names are am: in financial 
circles is sure to be nebulous in the ex- 


treme. é 
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The three great copper producing 
states are Arizona, Montana and 
Michigan. Of the total production in 
the United States in 1915, 31 per cent. 
came from Arizona, 19 per cent. from 
Montana and 17 per cent. from Michi- 
gan, being in all 67 per cent. of the 
copper produced in the United States. 
The relative production of these states 
has changed in the last few decades. 
In 1885, Michigan was the largest pro- 
ducing state of the three. From 1890 
to about 1906 Montana took the lead, 
but since then, Arizona has steadily in- 
creased in output over the other two 
states. 

There are about thirty important 
copper mines in the United States, Can- 
ada and Mexico. While the shares in 
these copper companies are actively 
traded in, many do not know where 
the mines are located. We publish 
herewith a map showing the location 
of the most important mines in the 
United States, Canada and Mexico. 
This does not, of course, include the 
Kennecott mines in Alaska, the Cerro 
de Pasco mines in Peru, the Chili Cop- 
per mines at Chuquicamata, Chile, or 
Braden Copper mines of Chile. 

The accompanying table shows the 
production of copper by these com- 
panies in order of their output. 

Owing to the fact that copper min- 
ing costs are affected by the value of 
other metals and by-products recov- 
ered in the smelting and refining proc- 
esses, it is often difficult to determine 
the exact mining cost per pound of cop- 
per. In some cases the figures given 
are based on the reports of officials 
and in other cases they are estimated. 

It is difficult to make out a list of 
mines and their output because one 
company may be operating several 
mines under one name. In some cases, 
the original mine has been exhausted 
but new deposits are being de- 


veloped under the old mine name. 
Combinations of various copper pro- 
ducers also complicate the matter of 
mine production, as various mines un- 
der one management may be included 
in the total production and costs aver- 
ages. 

A large number of small mines 
which could not be operated profitably 
at average metal prices prior to the 
war, are now being operated and con- 
sequently the “copper map” has. been 
considerably altered in the last two 
years. Many mines which normally 
made poor returns in copper but 
yielded other metals at a profit, are 
now being worked primarily for their 
copper. 

The United States produces over 50 
per cent. of the world’s copper. Japan, 
Canada and Chile follow as second, 
third and fourth producers, but to- 
gether they produce less than one- 
third as much copper as the United 
States. 

The war has caused some strange 
anomalies in the copper trade. Sev- 
eral companies which were organized 
to produce copper have found that the 
unusual demand for sulphuric acid has 
warranted making copper a by-pro- 
duct to the sulphuric acid business. 
Another company had sold all its vis- 
ible supply and finding itself in need of 
copper wire was unable to obtain any. 
In order to supply copper wire for 
transmission of electrical power to its 
mines, it was forced to send copper to 
the smelters and have it returned as 
wire, taking the copper from ore un- 
der contract. 

A considerable part of our copper 
export business has recently been com- 
posed of brass materials. During 1915- 
16 we exported $631,457,000 in copper 
and $132,909,000 in brass, compared 
with the export in 1913-14 of $133,423,- 
000 of copper and $6,842,000 brass. 








American Improvidence 


American public sense of the need and value of thrift is not what 
it should be. We are the most improvident people on earth for only one in 
ten of us has a savings account as against about three in ten in the Old World. 
—Charles Laird, Jr., in Trust Companies Magazine. 
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Ahmeek.—Declared quarterly dividends of 
$4 a share, the same as declared in previous 
quarter, payable January 10th. 

American, Zinc, Lead & Smelting.—De- 
clared an initial dividend of $1 a share on 
common stock, payable February 1, to stock 
of record January 15th, presumably placing 
the stock on a $4 per annum basis. Net 
profits for lst half of 1917, it is estimated, 
will reach $2,000,000, or $10 a share, as com- 
pared with about $9,000,000 earned last year. 

Anaconda Copper.—Declared regular 
quarterly dividend of $2 a share, payable 
February 26th, to stock of record January 
20th. The same payment was made 3 
months previously. Production last year, 
it is estimated, reached 334,000,000 pounds 
as compared with 254,800,000 pounds in 
1915 on which earnings figuring an average 
of 25 cents a pound selling price and 10 
cents a pound cost should have reached 
$50,000,000 or $21 a share. 

Butte Copper & Zinc.—Production for 
November from development work was 
over 2,000 tons of ore, averaging 24 per 
cent. zinc, 10 ounces silver and 5 per cent. 
lead. 

Butte & Superior.— Mined during the 
month of November 54,312 tons of ore and 
milled during the same month 53,880 tons, 
from which 14,300 tons of concentrates were 
realized. The concentrates assayed 53% 
in zinc, recoveries were 93%. Total output 
of zinc in concentrates was estimated at 
15,158,000 pounds. 

Chile Copper.—It is understood will issue 
$35,000,000 5 oe cent. convertible bonds, 
proceeds of which are to be used for im- 
provements and extension of operation. The 
company has now outstanding $15,000,000 
bonds. 

Consolidated Interstate Callahan. — De- 
clared regular quarterly dividends of $1.50 
a share payable December 30 to stockhold- 
ers of record December 23. Surplus avail- 
able for dividends for October and No- 
vember, according to President Percival, 
was in excess of $1,000, 


Ely Consolidated.—After idleness for sev- 
eral years company is arranging to resume 
operations on its property adjoining the 
Nevada Consolidated Mines. 

Federal Mining & Smelting. — Reported 
net profits for year to October 31, 1916, of 
$976,475 against $449,569 in previous year. 

Granby Consolidated—Declared quarterly 
dividend of $2.50 payable February 1 to 
stock of record January 18th, increasing the 
annual rate from $8 to $10 


Great Northern Ore.—Reported in St. 
Paul that Henry Ford is negotiating with 
Great Northern trustees for vast quantities 
of ore, but that announcement is held up 
pending outcome of the Dodge Brothers’ 
litigation, 


$229,369. 


Miami.—Profits from portion of product 
treated by flotation during November were 
ovember production reached new 
high record of 4,968,500 pounds, bringing 
production for 11 months up to approxi- 
mately 48,500,000 pounds, as compared with 
43,000,000 pounds produced in 1915. 


Nipissing.—Declared a regular quarterly 
dividend of 5 per cent. and an extra divi- 
dend of 5 per cent. payable January 20 to 
stock of record December 30. This com- 
pany still leads in silver output in the Co- 
balt district. Cash on hand and value of 
ore and bullion on hand and in transit 
December 16 was estimated at $2,281,505, a 
record showing for the quarter. 


Ray Hercules —Recently encountered 
copper ore at a depth of 225 feet and main- 
tained it at a depth of 272 feet without a 
break. The ore averaged 1.91 per cent., 
against the general run of the mine averag- 
ing 2.36 per cent. copper. 


Seneca Copper.—Messrs. Lewisohn Bros. 
Tucker, Hays & Bartholomew have exer- 
cised option on majority stock of the Sene- 
ca Copper Co. given by Calumet & Hecla, 
and are expected to offer to minority stock- 
holders $60 a share for the remaining infer- 
est. 


Tennessee Copper.—Output for Ist half 
of 1917 has been sold at better than 25 cents 
a pound. On basis of 25 cent copper and 
granting higher production costs, it is esti- 
mated that earniggs should run close to 


$2,000,000 


_ Tonopah-Belmont.— Maintains its stand- 
ing as largest individual producing prop- 
erty among Nevada’s precious metal mines. 
Work is being pushed on development. 


Tonopah Mining.—New work contem- 
plated in the Sand Grass claim consisting 
of the sinking of that shaft to additional 
depths is still held up pending arrival oi 
certain necessary sinking equipment. 


Tuolumne.—Ore deposit in Main Range 
properties recently encountered has devel- 
oped a total width of 30 feet. It is stated 
that 15 feet runs 8% copper and 16 ounces 
silver, and the balance 4% copper and 6 
ounces of silver. The development is re- 
garded as one of the most important in 
Butte in years, 


United Verde.—Plans have been tentative- 
ly outlined for construction of smelter plant 
within 5 miles of company’s property to 
cost approximately $1,500,000. 


Utah Copper.—Declared quarterly divi- 
dend of $2.50 a share and an extra dividend 
of $1.50 a share, payable December 30, to 
stock of record December 15th. 


Wolverine.— Nevember production was 
528,294 pounds of refined copper, the yield 
being 18.624 pounds per ton of rock. 
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Boston & Montana 
H. T., Schenectady, N. Y.—Boston & Mon- 
tana Development Co. owns 1,100 acres 
in French Gulch, Deer Lodge County, Mon- 
tana, and approximately 2,000 acres in Elkhorn 
District, at the head of Wise River in Beaver- 
head County, Montana. Development work 
has uncovered ore averaging about $17 a ton. 
There is over 500,000 tons of ore already 
blocked out. The company owns the Southern 
Montana Railway, which is building a standard 
uge steam railroad connecti with the 
egon Short Line R. R., at Divide, total 
mileage to be about 128 miles. There is $7,- 

750,000 stock, par $5, outstanding. 


Calumet & Arizona 

B. C. D., Nashville, Tenn —Calumet & 
Arizona has just paid an extra dividend of 
$1.00 a share, in addition to the regular 
quarterly dividend of $2.00 a share, which, if 
continued, will place the stock on a $12 per 
annum basis. This is probably a rather too 
optimistic expectation, however. Earnings are 
expected to reach about $18 a share for the 
stock this year. The company is now develop- 
ing the Cornelia property, in which it owns a 
76% interest. It is anticipated that these prop- 
erties will be put on a production basis within 
the year. The original property of the Calumet 
& Arizona Company is approaching the ex- 
haustion stage, and the ore now being mined 
is low grade. It is therefore necessary that 
new properties be opened up, for the company 
to be assured that it can continue profitable 
operations in the future. ~ 

Generally speaking, we believe that the crest 
of the copper boom has been seen. If the war 
ends it may mean a period of depression for 
the industry, and, at least, it will mean a re- 
turn of copper prices to normal,-in our judg- 
ment. In view of such an outlook, we do not 
consider it wise to hold or purchase the copper 
stocks generally at this time. Those issues 
will undoubtedly sooner or later reach a price 
level below their intrinsic value, just as they 
have been selling on a speculative basis. 


Tonopah Extension 

*M. L. C., Denver, Colo.—The falling off in 
production of this oer may account for 
the recent decline of the stock. Speculation 
has been dead in this issue, due to the atten- 
tion of operators in other parts of the market. 
However, this company may be considered one 
of the best of its class. It holds the premier 
position in the Tonopah District, and mine de- 
velopments at depth have proven the value to 
be considerable. The Murray vein in develop- 
ment has shown up exceedingly well. The ore 
resources are larger than in any other Tonopah 
mine, and the sonpany See a large area of un- 
developed territory. Under thé present capa- 
ble management the outlook is good. he 
oars recently declared an extra divi- 
den of 10% in addition to its regular quar- 
terly dividend of 5%, payable January 1. The 
silver market will probably remain high for 


several years after the war, and in that event 
the company’s operations should prove very 
profitable and result in increased dividend pay- 
ments. We think that you would do well to 
hold your stock, as we believe in its future. 


Chile Copper 

_ J. A. B., New York City—The Chile mine 
is regarded by mine experts as the richest cop- 
per property in the world, but it is still in the 
development stage, and a great deal of money 
will have to be expended before the company 
will be in a position to turn profits over to 
stockholders. We are of the opinion that its 
rise was more in sympathy with the general 
boom in the coppers. We are not recommend- 
ing the purchase of copper stocks at present, 
because after the war is over and in a period 
of depression the earnings of all these com- 
panies will be affected adversely, in our judg- 
ment. 


Magma Copper 

_ K. K. B., Brooklyn, N. Y.—Magma Copper 
is, in our judgment, an excellent purchase at 
its present level. We, however, recommend 
that the stock be bought outright and that an 
investment position be taken so that one may 
be prepared to hold, regardless of possible dis- 
concerting ups and downs in the market. 


Silver King 

S. B. A., Elmira, N. Y.—Silver King of 
Arizona is a speculation. It is now proposed 
to reopen the ming, and, according to the latest 
expert reports, the property is worthy of de- 
velopment. We cannot, liowever, recommend 
a stock of this kind under present conditions. 
These people expect to uncover copper ore in 
the mine. We are now probably at the top of 
a copper boom. As a rule, it is extremely un- 
wise to purchase copper prospects under such 
conditions. 


Davis-Daly 

B. B. C., Anaconda, Mont.—Davis-Daly’s 
property consists of a small surface area and 
mineral rights of 320 acres under the City of 
Butte, Mont., adjacent to, but south and west 
of, the known x ae oe area. Development 
consists of the Colorado shaft, 2,542 feet deep, 
with drifts and crosscuts. Shipments for the 
quarter ended September 30 amounted to 198 
cars, aggregating 10,808 tons, producing 679,- 
008 pounds of copper and 57,069 ounces of 
silver. The financial report for that quarter 
showed total revenues of $107,610 and dis- 
bursement of $112,199. This pro is now 
under good management, Mr. W. L. Creden 
being the general manager. Recent develop- 
ments indicate that good copper ores exist, and 
that the extension area of unexplored ground 
may make this property a profitable one. On 
December 1 it was announced from the Boston 
office of the company that an ore strike on a 
ee level show 17% copper and 14 ounces 
of silver. 
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Oil Notes 





Atlantic yoru in stock from 
$5,000,000 to $20,000,000 resulting in 300 per 
cent, stock dividend expected. 


California Petroleum.— Corporation and 
subsidiaries on December 15 had $485,000 
cash on hand and no bills payable. Company 
is carrying in storage more than 1,000; 
barrels of crude oil at 35 cents per barrel, 
whereas market price at present is 73 cents 
per barrel. 


Cosden Oil & Gas.—Output from Sam 
Sawyer lease in Cushing Pool in December 
was stated to be running at the rate of near- 
ly 6,000 barrels a day. 


Federal Oil Company.—Has added to 
holdings in proven area of Irvine field, Ken- 
tucky, 425 acres of defined leases, increasing 
total holdings to 14,979 acres. 


New England Oil & Pipe Line Co.—De- 
clared regular quarterly dividends of 1% 
per cent. on preferred stock payable Janu- 
ary 1 to stock of record December 23. 


Ohio Oil—Proposes to increase capital 
stock from $15,000,000 to $60,000,000 b 

raising par value from $25 to $100 and has 
called special meeting of stockholders Jan- 
uary 31, to consider the proposal. Increase 
will be equivalent, it is stated, of a 300 per 
cent. stock dividend. 


Oklahoma Producing & Refining. — Has 
acquired valuable half interest in 4,/80 acres 
of oil lands in the Osage, about 4 miles 
north of Hominy, Okla. Cash price paid 
was in excess of $6,000,000. The Tidal Oil 
Company, subsidiary of the Tidewater Oil 
Company, owned the other half interest. The 
lease consists of a solid block of 7 sections 
and a fraction of a section and has recently 
produced some very large wells. Prairie 
Pipe Line Company is running about 3,000 
barrels a day from the lease, but as the pro- 


duction is much in excess of this, the sur- 
plus is being stored. 


Prairie Oil & Gas Co.—Declared quarterly 
dividend of $3 a share and extra dividend 
of $2 a share, payable January 1 to stock 
of record December 30. These are the same 
dividends as paid 3 months ago. 


Prairie Pipe Line—Declared regular quar- 
terly dividends of $5 and extra dividends 
of $5 a share, the same as declared 3 
months ago. 


Sapulpa = —Has called a special 
saetien of stockholders for January 11 
to vote on proposed increase in capital 
stock from $1,000,000 to $2,000,000. It is 
proposed to issue only one-half new stock 
at this time. Syndicate of New York bank- 
ing interests will underwrite the issue, pro- 
ceeds of which are to pay for expenditures 
already made on the building of pipe lines, 
enlargements to refinery, etc. 


Sinclair Oil & Refining Co.—Consolidated 
balance sheet and income account for 6 
months ended October 31, 1916, showed 
gross income of $5,103,958 and net income 
of $4,606,984, equal to about $15 a share on 
623,598 shares now outstanding. Company 
has purchased subject to approval of In- 
terior Department undivided half interest 
in 4,700 acres of leases near Hominy, Okla., 
the other half of which was recently pur- 
chased by Oklahoma Producing & Refining 
Co. at a price stated to be in excess of 


Standard Oil Co. of New Jersey.—A. C. 
Bedford has been elected president to suc- 
ceed the late John D. Archbold. 


Standard Oil Co. of Kentucky.—Stock- 
holders will vote on proposal to increase 
capital stock from $3,000,000 to $6,000,000 at 
annual meeting February 1. New stock will 
be distributed as 100% stock dividend. 











Galena Signal Oil 
W. M. G., Bridgeport, Conn.—The specu- 
lative possibilities of Galena-Signal Oil are 
limited, and as an investment, we believe it 
is selling at a pretty liberal valuation. We are 
inclined to suggest that you close out this com- 
mitment, and also your Anglo-American Oil 
and place it in Standard Oil of New York. 
This company and the Standard Oil Company 
of New Jersey are probably in the most favor- 
able position of any of the Standard Oil com- 
panies, to benefit by the opening up of the 
foreign markets at the close of the war. 
Moreover, these two stocks have not advanced 
to the extent that other of the Standard Oil 
issues have. 


Oil Inquiries 


Cosden Oil 


K. E. B., Butler, Pa—Cosden Oil & Gas 
owns about 40,000 acres of oil lands in Okla- 
homa, including a block of 5,000 acres recently 
purchased from the Hill Oil & Gas Co. This 
property is a very good one. The settled pro- 
duction is about 000 barrels a day, but 
that does not begin to represent the potential 
production. Dividends are being paid at the 
regular rate of 10% per annum. An extra 
dividend of 1% was declared payable Decem- 
ber 29th. Par value of the stock is $5 a 
share. This company is closely allied with 
Cosden & Co., through which it markets the 
largest part of its production. Eventually it 
will probably be taken over by Cosden & Co. 
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Oil Inquiries 





S. O. of New York 
S. O. of New Jersey 


A. L. B., New York City——One can only 
estimate or guess at the earnings of the Stand- 
ard Oil Company of New Jersey, as the com- 
pany never makes public a financial report of 
any kind. It is impossible almost to tell what 
the earnings of the Standard Oil Company of 
New York for the current year are in ad- 
vance of the issuance of their financial state- 
ment, which will not be published, probably, 
for several months. 

The net profits of the Standard Oil Com- 
pany of New York, in 1915, after deprecia- 
tion and sundr§ reserves, were $15,761,663, 
which was equivalent to 21% on the $75,000,- 
000 stock outstanding, as compared with 10% 
earned in 1914, and 21.6% shown in 1913. The 
general opinion is that the earnings of the 
company this year are very much beyond what 
they were last year. é 

We understand, on very reliable authority, 
that at the recent gasoline investigation at 
Washington, the attorneys for the Standard 
Oil Company of New Jersey submitted a state- 
ment to the investigating committee (a photo- 
graph of which statement was shown during 
the proceedings, but was not identified). This 
statement, we understand, indicated that the 
company earned in 1915 slightly over $50,000,- 
000, which was equivalent to over 50% of its 
outstanding capital. 


Pierce Oil 

B. J. E., Louisville, Ky—Pierce Oil is, as 
you say, getting into better shape. The im- 
provement is not great enough, in our opinion 
to age optimism on the stock at its present 
price. The situation in this company is a very 
involved one. It controls the business of 
the Pierce-Fordyce Oil Association, and at 
some time it is expected that the two com- 
panies will be merged, but until the merger 
is completed, the earnings of the Pierce- 
Fordyce Oil Association cannot be used to pay 
the dividends on Pierce Oil stock. The im- 
pression has gotten abroad that Pierce Oil 
is earning big money, because statements have 
been given out from the offices showing the 
combined earnings of the Pierce Oil Corpo- 
ration and the Pierce-Fordyce Oil Association. 
The earnings of the latter are indeed large, 
but those of the former are unfavorable by 
comparison, that is, if the last official state- 
ments for the year ended December 3st, 
1915, are compared. The relations of these two 
companies are fully described in a booklet 
which you can obtain through any of the 
Standard Oil specialists, such as Carl : 
— & Co, of 25 Broad Street; New 

ork. 


Atlantic Refining—So. Penn Oil 
N. B. E., Greenville, Pa—aAtlantic Refining 
by its recent very large advance has, of course, 
discounted a great deal. It is always hard to 
particularize in regard to a Standard Oil stock, 


because so little is really known about the 
actual earnings of these companies, or the 
probable disposition of these earnings. We 
should hesitate, if we were in your place, how- 
ever, to take on any more of the stock at its 
present level. It seems to us also that it 
would be advisable for you to sell at least a 
part of your Standard Oil of California, and 
we recommend that if you do this, you invest 
it in Standard Oil of New Jersey. This is 
the company, in our judgment, with the most 
wonderful future of any of the Standard Oil 
companies. Furthermore, the stock has not 
advanced like some of the other oil stocks. 
As for South Penn Oil, the probable dividend 
action by this company has been announced, 
and if precedent is a criterion, the stock’s cur- 
rent price discounts that action for the pres- 
ent, at least. 


S. O. of Cal. 


B. C. F., Trenton, N. J—The Standard Oil 
Company of California is in a very favorable 
position and is making big money. When 
the war ends, its business should receive a 
further impetus because of the increased ship- 
ment of oil to China. The company is one 
of the largest exporters to the Far East. Fur- 
thermore, it is expanding in every direction, 
and we feel that it is one of the attractive 
Standard Oil stocks. 

The stock which we favor most for a long 
pull of any of the Standard Oil stocks is the 
Standard Oil Company of New Jersey, and 
we are of the opinion that an investment in 
that issue will show yl returns in the long 
run than in any of the other Standard Oil 
stocks. Of course, it is difficult for an out- 
sider to judge the relative value of the Stand- 
ard Oil stocks, because there is so little real 
information available as to the financial re- 
sults of the operations of these companies for 
the current year. 


Ohio Oil 

J. M. B., Jericho, New York.—Ohio Oil, in 
our judgment has pretty well discounted favor- 
able factors to date, and we think this issue 
is now less attractive at its current quotation 
than some other of the Standard Oil stocks, 
for example, Standard Oil Co. of New Jer- 
sey (680) or Standard Oil Co. of New York 
(270). These two stocks have not had the 
rise they are entitled to, in our judgment. 
Both companies are in a position to benefit 
enormously from peace, as they control a very 
heavy export business. 


Indiana Pipe 

K. R. C., New York City.—Indiana Pipe in 
our opinion should be liquidated, especially by 
holders who have a profit. While the yield 
on this stock is high at its present price, the 
reason it sells relatively low is because its 
possibilities are very limited, and in fact, it 
is very likely that its business has reached the 
limit of growth. 
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Scientific Speculation 


How the Author Has Succeeded with His Own Method— 
Some Good Advice—Necessity for Patience—The Time 
to Quit—Good Physical Condition a Requisite 





By ARTHUR L. SARDY 





PART 4 





NSTEAD of placing a single stop- 
order on one’s entire holdings at the 
average cost, as some successful 

speculators do, my experience is that 
it is preferable to place a separate 
stop on each supplementary purchase or 
sale one point from its cost, leaving the 
stop-order on the original trade where 
it would have been if no additional load 
had been taken on. By this method in 
a running market you will make money 
fast, all the risk you take is with the 
other fellow’s capital, and you will not 
be stopped out by every little reaction. 


Personal 


Before accepting what I have said, 
you may want to know who I am, and 
why, if I have a successful system, | am 
not a millionaire, so I will briefly give 


you the facts. I have, all my life, been 
engaged in a business which, while fairly 
profitable on the average, is subject to 
long periods of depression when efforts 
do not bring results—energy, experience 
and expenditure count for nothing, and 
the best that can be done is to make 
running expenses with nothing for one’s 
self. Thirty years ago I conceived the 
idea, as thousands, probably millions, of 
others have done under similar condi- 
tions, of trying to make up the deficien- 
cies of regular business in dull time by 
“fliers” in Wall Street. I passed through 
the same experiences, and tried the same 
methods, as these other millions: When 
I was long of stocks and the market de- 
clined I bought more; when I was short 
(which was rarely the case) and a bull 
movement set in I sold more. This plan 
worked so well, for a considerable time, 
that it seemed almost a shame to take the 


money, but I received a rude shock when 
a panic developed and the stock in which 
I was trading dropped from 42 to 14, 
never came back, and I lost on this one 
fall more than I had previously made. 
This jolt, though serious, was not 
enough to completely open my eyes to 
the dangers of this system of trading, 
consequently when, some time later, a 
friend gave me the information that 
Lake Shore, which was then selling 
around 88, was not earning its dividend, 
and when the next statement came out 
its price must decline, I told him to sell 
fifty shares short for me, which he im- 
mediately did. I don’t remember all the 
details of this bear campaign in a bull 
market, but I know that I sold fifty 
shares every few points up until it 
reached 105, when I sold 100 shares, 
and I finally closed out with a loss of 
approximately $2,000, which was ex- 
tremely fortunate because Lake Shore 
has never sold anywhere near this price 
since then. This experience, while bitter 
at the time, was well worth the money it 
cost. This was the first and only time 
that I ever traded on a tip. These ex- 
periences set me looking for a plan by 
which I could reverse my former 
methods because I felt sure that if this 
could be done I could look with confi- 
dence for occasional large profits which 
would more than compensate for small 
losses which might be incurred before 
getting right. I worked out all sorts of 
methods, some of which performed beau- 
tifully on the past markets of which I 
had records, but failed when tried in 
actual trades. Doubtless I had uncon- 
sciously adapted the system to those past 
markets. 
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I early hit upon the plan of limiting 
losses to one point, buying when the 
market started up and selling when it 
started down, but it required long years 
to divest my mind of the idea that the 
size of one’s trades should be increased 
after losses, and to fully grasp the truth 
that while it is proper to limit one’s 
losses there can be no uniform limit to 
one’s profits without creating a method 
which must eventually come out even. 
During a certain period I made a whole 
memorandum-book full of actual trades, 
the total difference between the debit 
and the credit sides of which amounted 
to a dollar and sixty cents. I paid over 
$2,000 in commissions on these trades 
while earning for myself $1.60 plus ex- 
perience. 

Result of 30 Years 


The method of trading which I have 
laid before you is the result of thirty 
years of study and experiment; when- 
ever I have practised it I have made 
money, more than I could probably have 
made on the amount of ¢apital risked if 
it had been invested in any other busi- 
ness, but I have never been a profes- 
sional trader; have only speculated when 
regular business has been dull, conse- 
quently there have been periods of years 
at a time when I have not made a trade. 

When there has existed a necessity to 
get a living out of Wall Street I have 
never failed to get it, and I have some- 
times lived at its expense for consider- 
able periods. Almost from the start I 
have been playing on the other fellow’s 
capital because I have not at any time 
in twenty years been down to my 
original appropriation, and I am farther 
ahead of the game today than at any 
previous time, but I have never attmpted 
to pyramid the profits to any great ex- 
tent because in the first place, I have 
speculated only when I wanted the 
money; and secondly, while I inherited 
a certain instinct to make money (my 
father was the only man I ever heard of 
who constantly made money in specu- 
lations, not in stocks, and simultaneously 
lost it in legitimate business) my in- 
herited instinct to get rid of it is de- 
cidedly: stronger, and I fear the case is 
hopeless, because even now I find com- 
fort in the belief that I have found as 


much enjoyment in life as any million- 
aire. When I happen to be in California 
and see one of my schoolmates, of about 
my own age, who has become a multi- 
millionaire, being assisted by two stal- 
wart negroes from his private car, a 
worn old man, while I have that day, 
perhaps, enjoyed a ride of fifty miles on 
horseback, I wonder whether he pities 
me as sincerely as I pity him. These 
personal facts are mentioned solely be- 
cause they explain apparent inconsist- 
encies which some of my readers may 
have discovered. 
Advice 

If you decide to use judgment instead 
of adhering to any method let it apply 
to profits only, never to losses. Limit 
the latter always. The market is there 
and you can get in again when you want 
to. 

Don’t be in a hurry to take profits. 
You can never get a large one if you 
seize every little one ae it grows 
to any size. 

On the other hand don’t let a fair 


profit run into a loss by risking a whole 


lot to get a little bit more. If you are 
waiting for five points profit and you get 
four points, then the market recedes so 
you have only three points left, take the 
three. You had an even chance for the 
other point and lost. No one wins all 
the time. 

You lose more by taking a very small 
profit when you might have had a big 
one than you do by letting the little 
one slip away. Furthermore, when 
using my method, every time you take 
a profit you incur the risk of getting into 
a “choppy” or whipsaw market, so if 
you use judgment in the matter it is 
better to err on the side of waiting too 
—_ than to act too quickly. 

hen reading newspapers, market- 
letters and the like remember that most 
persons recommend what they want to 
sell and speak slightingly of those things 
which they wish to buy. Often, when 
reading the financial pages of the daily 
papers, I am reminded of a young man 
who was employed by a large corpo- 
ration to write a booklet extolling the 
merits of the company’s products. After 
submitting his copy to the general man- 
ager, and allowing time for him to read 
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it, the young man asked for his opinion 
of the work. The general manager’s 
approval was expressed in the following 
words :—“Fine! If this doesn’t befuddle 
them I don’t know what would.” Ap- 
parently many publications find it more 
profitable to fool than to educate. 


Take Your Time 


If you are, or have been, a thorough 
student of the science of economics and 
are a quick thinker in such matters, don’t 
be in a hurry to back your conclusions. 
Take your time. Certain causes must in- 
evitably produce certain effects, but the 
general public always, the newspapers 
usually, and Wall Street occasionally, 
are slow to grasp the true import of oc- 
currences affecting the market, and a 
ginger-pop rise or a temporary slump 
is often caused by news which in reality 
should have and eventually must have, 
the opposite effect. Let such a move- 
ment run its course; don’t oppose it, for 
it is often irresistible. If you work my 
method skillfully you should be able to 
catch the greater part of both the rise 
and the fall. While you may know the 
eventual result of existing conditions, 
you cannot tell when that result will 
come or what the market may do in the 
meantime. Doubtless there are others 
who see things as clearly as you do, but 
it is not always to their interest to en- 
lighten the public. Remember it is as 
dangerous to be too quick as too slow. 
In 1861 my father patented a type of 
steamship very similar to that which is 
now generally used, with two screws and 
. three keels, but his patent ran out and 
he died long before anyone else could be 
made to believe it would work. The 
successful man in Wall Street, as else- 
where, is he who keeps abreast, not 
ahead, of the times, or, in any event, not 
very far ahead, therefore it may often 
happen that you have the situation cor- 
rectly diagnosed and yet may lose your 
money by risking it too soon. Watch 
things carefully until you see symptoms 
of the public, or at least Wall Street, 
waking up, then get ahead of them, or 
get an even break at least. Don’t be 
afraid to buy a stock simply because it 
has had a considerable rise or to to sell 
it after a fall. It is as likely to continue 
in the same direction as to turn back. 


If you contemplate retiring from spec- 
ulation do it after a run of good, not 
bad, luck. In operating a method years 
ago (not as I do now), I once took 
seventeen straight losses of a point each 
on American Sugar before getting a 
profit; then I got a profit of twenty 
points. That was the longest continuous 
run of bad luck that I have ever had, 
and I mention it to show what may hap- 
pen and what one must be prepared to 
meet. At that time I would not accept 
a smaller profit than four points or, after 
a series of losses, a smaller profit than 
the aggregate of the previous losses, on 
the theory that a long “chop” between 
narrow limits must be followed by a 
perpendicular movement of approxi- 
mately equal length. That method 
worked successfully, but it required 
more capital, more nerve and more pa- 
tience than my present plan. Patience, 
nevertheless, is an absolute necessity in 
speculation. It is often necessary to 
wait a month or more for a satisfactory 
profit even when operating on a one 
point stop loss plan. Literally “every- 
thing comes to him who waits” in Wall 
Street. Almost any profit will be con- 
verted into a loss, and vice versa if one 
waits long enough. The problem is to 
wait long enough but not too long. 


A Stop Order Danger 


When you find yourself short in a 
panic or long in a rapid advance (as you 
must necessarily be whenever such a 
movement comes if you have adhered to 
my method) don’t keep your stop-order 
close to the market until you think the 
movement near its culmination because, 
in such markets, there are always fre- 
quent and rapid reactions of one to two 
points, and if your stop were caught by 
each of these it might materially reduce 
the large profit which you ought to make 
on every such swing. When you decide 
to close a trade which shows a profit 
without waiting for a stop-order to be 
reached, always give the order to buy or 
sell “at the market,” and not at a definite 
figure. The tape may be several minutes 
behind the market, or the stock may not 
sell at the price you have set, or it may 
sell there and your broker not be able to 
get it, in either of which events you may 
get left, whereas, a market order will 
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positively be executed. While you may 
sometimes feel disappointment at the 
price paid or obtained you will, at other 
times, do better than expected. It is 
better to get a slow start than to be left 
at the post, and if a stock is a good pur- 
chase at 85 it can hardly be a bad one 
at 85% or even 85%. It cost me quite 
a bit of money to learn this lesson. You 
can save this expense by at once adopt- 
ing the plan of invariably giving market 
orders. This, of course, does not apply 
to the one point stop loss orders used 
in the method, which should always be 
placed at the time a trade is made. 


Good Health Necessary 


Careful attention to one’s physical 
condition is as important to a speculator 
as to an athlete. A man’s judgment and 
nerve are never at their best when he is 
not well or even when he is hungry. 
It pays to get a satisfactory luncheon at 
the usual time no matter how unsettled 
the market may be, plenty of outdoor 
exercise is essential, and it is advisable 
to completely free one’s mind from all 
thought of the market outside of market 
hours. Try to forget that real money is 
involved in the trades you are making, 
and regard the business only as a game 


involving certain points which you take 
pleasure and pride in winning. Don’t 
allow your judgment to be influenced by 
the amount at stake. If you are trading 
in 1,000 share lots take precisely the 
same short losses and wait for as many 
points profit as though only ten shares 
were involved. Many who have been 
successful with small lots fail completely 
when they increase the size of their 
trades. Try not to be one of these. The 
principle is the same whether you are 
trading in large or small lots and you 
cannot afford to take a larger loss or a 
smaller profit on 1,000 than on 10 shares. 

Before beginning to speculate decide 
definitely how much you can afford, 
and are willing to risk, then stand by 
your resolution, playing the game till 
you have won or the last nickel of your 
appropriation is lost. Don’t quit or 
change your plan when half of it is gone 
like a short-bred race-horse that lets go 
of the bit and throws his tail in the air 
when the half-mile post is reached and 
the race is nip and tuck. No one loves 
a quitter, and your luck may turn with 
the next trade. The other horses in the 
race may be just as tired as the one that 
quits ; the one that stands it the longest, 


‘wins. 








MARKET STATISTICS 


Dow Jones Avgs. 
20 Inds. 20 Rails 


Monday, 
Tuesday, 
Wednesday, 
Thursday, 
Friday, 
Saturday, 
Monday, 
Tuesday, © 
Wednesday, 
Thursday, 
Friday, 
Saturday, 


107.31 
106.53 
103.52 
105.91 
106.08 
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106.17 
106.27 
105.42 
105.15 
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107.41. 


50 Stocks 
High Low 


93.46 92.11 
93.66 91.51 
91.25 88.92 
88.94 83.88 
89.28 oa 


Total Sales 


1,391,300 
1,776,200 
1,593,800 


502,300 


88.93 
STOCK EXCHANGE CLOSED (Christmas) 


89.45 
89.89 
88. 4 


88.23 769,400 
88.50 818,600 
87.37 955,300 


88.4 87.06 652,200 
STOCK EXCHANGE CLOSED (Holiday) 








Manufacturing Capital 


The average capital for each manufacturing establishment in the United 
States increased from $69,000 in 1909, to $83,000 in 1914. 

















Our Contributing Editors 





December 6, 1916. 

Editor, MAGAZINE OF WALL STREET, 
HE November 11th, 1916, number 
of your very interesting and ably 
conducted publication contains an 
article written by Mr. Scribner Brown, 
entitled “Public Utility Preferred Stocks 
—Why the Present is a Good Time to 
Invest in Them,” in which reference is 
made to the preferred stock of the 

Pacific Gas & Electric Company. 

While the purpose of the article un- 
doubtedly was to commend this stock as 
an investment, the expression that “While 
the history of the company is somewhat 
checkered, all dividends have been paid 
eventually, mostly in the form of addi- 
tional issues of common stock,” is open 
to misconstruction and if applied to our 
preferred stock is hardly a fair statement. 

Our preferred stock has paid quarterly 
cash dividends regularly and without in- 
terruption since the first issue was put 
out something over ten years ago, with 
the exception of a brief period immedi- 
ately following the great fire in April, 
1906, as a result of which this company 
sustained a loss of something like five 
million dollars in property, besides hav- 
ing its business seriously interrupted. 
During this period, extending from 
April Ist, 1906, to July 31st, 1909, un- 
paid dividends to the extent of 20% ac- 
cumulated on the preferred stock then 
outstanding, payment of which in com- 
mon stock at the rate of $40 per share 
was tendered and accepted, with one or 
two exceptions and these were paid in 
cash. At the time this offering was made 
the common stock was selling around 
$45 per share, so that those who received 
it could have readily converted it into 
cash, 

Those who kept their common stock 
and subsequent dividends on it paid in 
common stock would today be in a posi- 
tion to realize $50, as against the $20 
which they would otherwise have re- 
ceived in cash; in addition to the cash 
dividends which in the meantime have 
.been paid on this common stock. Since 
November 1, 1909, all dividends on the 
preferred stock have been regularly paid 
in cash. 


Under the circumstances, I think you 
cannot help but agree with me that the 
record of our preferred stock from the 
investor’s standpoint has been a remark- 
ably good one, and that the rapid re- 
covery from the disaster of April, 1906, 
is an evidence of the fundamental sound- 
ness of the company’s position, rather 
than an incident in a “checkered” career. 

Yours very truly, 
A. F. HocKENBEAMER, 
Second Vice President, 
Pacific Gas & Electric Co. 


December 14, 1916. 
Editor, THe MaGazingE oF WALL 

STREET : 

N your issue of December 9th, in an 
article under the heading of “Char- 
acteristics of Market Fluctuations” 

the author says “In a recent article in 
THE MaGazINE OF WALL STREET the 
statement was made that at any given 
point a stock is just as liable to move 
up as down.” Then the author proves 
to his own satisfaction that the state- 
ment is erroneous. As the criticism 
evidently refers to one of my articles, 
I am taking the liberty of sending you 
a few lines in rebuttal. 

If the author will re-read my article 
he will see that I did not make the state- 
ment as quoted; on the contrary I very 
carefully refrained from making precise- 
ly the statentent which I am accused of 
having made, although it would not have 
been far from the truth if I had made it. 
What I did say was: “I will not say that 
it is precisely an even chance which way 
a particular stock will move from any 
given point, but the trader must ever 
keep clearly in mind the idea that his 
favorite is about as likely to go one way 
as the other.” Again, I ‘said: “We must 
assume that the market is about as likely 
to go one way as the other,” but I am 
unable to find that I said that “at any 
given point a stock is just as liable to 
move up as down.” 

The author of the criticism says that 
I refute my own statement (as he mis- 
quotes it) in the illustration of my own 
trades, and then does the same thing him- 
self by placing a stop-order 1% points 
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below the price at which he bought Co- 
lumbia Gas & Electric. If the market 
was decidedly more likely to go up than 
down, why was the stop-order needed? 

The gentleman’s theories seem to dif- 
fer but little from my own except that 
I do not agree with him that it is any- 
thing like a 3 to 1 chance that any stock 
will keep on going the way it has started. 
If this were true the makers of charts 
could not have avoided discovering it. 

Many years ago I went over past mar- 
kets looking for this very thing, but failed 
to find it. I was astonished to find how 
closely the movements of the real mar- 
ket conformed to those of a purely chance 
market, such as that represented by the 
old clock game operated in bucket-shops 
twenty-five years ago, which no one ever 
succeeded in beating. I found that, in 
the shorter runs of two or three points, 
the variations did not amount to more 
than about five in five thousand. In other 
words, after a stock had gone a point or 
two in one direction the odds in favor 
of its continuing in the same direction for 
another point before coming back one 
point were negligible. 

The real difference between specula- 
tion and a game of chance consists of 
the fact that every stock has an actual 
value which varies from time to time and 


from which it is frequently diverted 
within certain limits by changes in finan- 
cial conditions, abundance or scarcity of 
money, manipulation and other causes 
summarized in the phrase. “supply and 
demand,” but to which it constantly tends 
to return, hence there is always a top to 
every rise and a bottom to every fall. 
Between those limits the intermediate 
minor fluctuations differ but slightly if 
at all from those of the unbeatable clock 
game. To make money regularly in 
stocks one must get with the trend of the 
market either by the exercise of rare 
judgment and skill or by some more or 
less automatic method, neither of which 
is of the slightest value in a game of 
chance. 

In impressing upon beginners the ad- 
visability of assuming that a given stock, 
from a given point, is usually as likely to 
go a few points one way as the other 
and the consequent necessity of protect- 
ing their commitments against disastrous 
losses by placing stop-orders, I was actu- 
ated by the hope of saving my readers 
from the irreparable losses constantly re- 
sulting from a pig-headed adherence to 
one side of a market which goes against 
them. 

Yours truly, 
ArtTHur L. Sarpy. 








ROCKY MOUNTAIN CLUB TENTH ANNIVERSARY 


The tenth anniversary of the founding of the Rocky Mountain Club will be 
celebrated by a banquet at Delmonico’s, New York City, on January 9. In 
many respects this banquet will be one of the most unique and entertaining in 


the Fase of big dinners. Following short addresses by the Club’s 
and other prominent members there will be an entertainment which 


resident 
as been 


laced in charge of Charles B. Dillingham, the widely known theatrical pro- 


ucer. 


The Club’s list of members is impressive, even in a city like New York. Among 


the 
the 


rominent men whom it numbers as members are, John Hays Hammond, 
ub’s “first and only” president; W. E. Corey, Coleman Du Pont, Daniel 


Guggenheim, W. A. Harriman, William R. Hearst, John D. Ryan, Charles H. 
Sabin, W. B. Thompson, B. F. Bush, Charles Hayden, Louis W. Hill, D. C. 
Jackling, Adolph Lewisohn, C. M. MacNeill, B. B. Thayer and Sen. Thomas J. 
Walsh. 


will find the Club’s membership well over the 1,000 
at the occasion will result in active steps being taken 


The Tenth Annive 
mark, and it is expected 
to bring about the realization of the Club’s ambition to build a million-dollar 
clubhouse in the heart of New York’s uptown section. 

















Security Prices and Public Opinion 


Study of Recent Market Crises Indicates a High Degree of 
Faulty Public Judgment 





By THOS. L. SEXSMITH 





HEN the market was breaking wide 
open, on the afternoon of Decem- 
ber 21, with Steel tumbling in 

two, three, five, six and eight thousand 
share lots, and prices of scores of other 
war industrials melting away faster than 
the ticker could record them, the writer 
recalled another day, two and one-half 
years ago, when prices were declining 
quite as rapidly, but because of a dramat- 
ically different reason than the one which 
caused the recent break. Then prices 
broke badly-on the distant rumbling of 
war. A peaceful world was threatened 
with an upheaval which was to involve 
the principal nations of Europe. The im- 
possible was to happen—the world was 
about to throw civilization into the dis- 
card and waste itself at war. 

In the excitement which accompanied 
the destruction of stock values on the 
Exchange, and which evetually forced 
the governors of the Exchange itself to 
close its doors in order to prevent the 
utter collapse which at the time was 
feared, there were few indeed among 
holders of securities who could see in 
the threatened outbreak of the world 
war a reason for higher security prices. 
Yet that which has since happened in 
the security markets of America, and 
other neutral nations, is now known to 
all. Public opinion, at the time of the 
great selling at the commencement .of 
the war, was practically unanimous 
against values. In reaching that de- 
cision it was living up to precedent. 
Public opinion, when registered by ex- 
aggerated action in the market, has 
never, to the writer’s knowledge, been 
correct. 

Consensus Opinion Erroneous 

Whenever a very large majority of 
security holders arrives at a market 
opinion simultaneously, and expresses it 
by market commitments, the future 
action of the market has invariably 
proven that it did the wrong thing. 


The moral to be taken from this 
is: “When everybody’s doing it, don’t.” 

Subsequent course of prices showed 
that instead of rushing to sell out at any 
figure obtainable, proper action, at the 
time of outbreak of war, would have 
been to buy as many shares as could be 
comfortably carried. That is what the 
wisest and most intelligent interests in 
the market did at the time. A scared 
and witless public sold, while the far- 
seeing and solid financial coterie bought. 
The public selling of July, 1914, was the 
prelude to the bull market of 1915. The 
urgent needs of the warring nations for 
food supplies and munitions of war, and 
their willingness to pay exorbitant prices 
for same, gave ample earning basis on 
which to build a prolonged bull move- 
ment. War orders and high prices were 
enough to fire the public imagination. 
and .an active public imagination is 
essential to the making of bull markets. 

By the Fall of 1915 prices had been 
advanced quite high enough, in the 
opinion of the banking interests who had 
provided manipulators and pool oper- 
ators with the necessary funds with 
which to carry on the bull movement. 
A large public following had been se- 
cured on advancing prices, and when that 
following had been satiated with stocks 
at prices very high, compared with those 
which prevailed at the outbreak of the 
war, quotations for that class of shares 
which had enjoyed the largest advance 
began to show a halting tendency. Mar- 
ket activity, which compared favorably 
with any which had been seen in recent 
years, continued for a period of six to 
eight weeks, but during the larger part 
of that time prices, on the average, held 
stationary. It was a period of unload- 
ing and profit-taking by pools and in- 
dividuals on holdings purchased at much 
lower levels. 


First Fears of Peace 
It was thought about that time, in very 
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high places, that the outlook for peace 
was improving. Germany, it was be- 
lieved, did not relish the idea of another 
winter’s campaign, particularly on ac- 
count of her supposedly unsatisfac- 
tory internal economic situation, A 
serious food shortage threatened and 
it was thought that she would 
make overtures for peace before 
Christmas. Whatever influence this 
viewpoint may have had on the market 
plans of those who were strong enough 
to be influential in shaping the course of 
prices must remain unanswered. The 
fact that ‘the war had continued long 
enough to make possible an extraordi- 
nary price advance, and had stimulated 
a wave of public participation such as 
had not been witnessed since 1906, was 
enough in itself to precipitate the action 
which later developed. Many issues 


were then selling at new record price 
levels, which represented handsome pro- 
fits for those who had carried them up 
from the lows of the previous year. A 
further prolongation of the war was in 
the nature of an uncertainty. Profits at 


the time were certain, if cashed in. It 
was obvious that to turn paper profits 
into cash was the proper thing to do. 
Pools and individuals sold out to the 
eager public and took their profits. In 
spite of the fact that the bull wave of 
the present year advanced several points 
higher than that of 1915, there were a 
number of stocks which sold higher in 
the fall of 1915 than they have ever 
since sold. Public opinion was again 
unaimously on the buying side in the 
fall of 1915, and again it was wrong. 
Bullish Sentiment Cools 

After the distribution which took place 
in the fall and winter of 1915 had been 
completed, a long and slow reaction, in- 
tercepted by many sharp rallies, fol- 
lowed, culminating in the severe break 
of Saturday, April 22. During the de- 
cline many who purchased stocks at the 
height of the 1915 movement either sold 
out voluntarily or were forced out of 
their holdings because of exhausted 
margins. It was not until the market 
had reached, on an average, a point very 
close to its extreme low for the reaction 
that the public began to lose its faith in 
the bullish position. Yet during the 


period of abject dullness which followed 
the recovery from the April low point 
there was a general drift of public 
opinion towards bearishness. It was 
argued, at the time, that the end of the 
War was growing nearer each succeed- 
ing day, and that the “cream had been 
skimmed” from war contract profits. 

The great bull swing of the present 
fall met with little public response until 
its leader, United States Steel, had be- 
gun to do _ sensational price-making 
stunts. Steel at par had a lot to do with 
reviving an optimistic public opinion 
with regard to possibilities in war profits. 
In September, before the first whisper- 
ings of peace had come from German 
sources, there was a widespread confi- 
dence that the war would last another 
year at least, with the probability of con- 
tinuing much longer. The break that 
followed fast on the threat that peace 
was nearer than popularly supposed had 
quick recovery, and prices, on the re- 
newed assurance that peace was as far 
remote as ever, advanced into new high 
territories. It was not until the months 
of November and December that public 
opinion arrived at a state of practical 
unanimity on the question of the war's 
duration. During these two months the 
opinion was prevalent that the war 
could not possibly come to an end before 
‘another summer’s campaign had been 
fought out. 


Public Sure of Long War 


War shares were in eager demand and 
at extraordinary prices. Steel and cop- 
per stocks, which in the advancing 
markets of 1915 had failed to discount 
the swelling profits which the war busi- 
ness was to bring them, had, by the first 
of November, been bulled to prices, 
which; in calmer judgment, would seem 
to have had discounted their greatly in- 
creased profits. Yet this class of stocks, 
notwithstanding the fact that many in- 
dividual stocks among it were selling at 
prices higher than ever before recorded, 
was the most eagerly purchased by the 
great public whose baying orders in No- 
vember and December fairly swamped 
the facilities of Wall Street. The big 
business of the fall of 1915 was made 
to look small indeed in comparison with 
the million and over share ‘days which 
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followed one after the other in October, 
November and the early days of De- 
cember. Public opinion had again be- 
come crystallized, and that opinion was 
registered in favor of higher prices. 
‘Otherwise it is quite certain that the 
public would not have been so eager to 
buy the great volume of securities which 
it took at the time. 

Recent developments which followed 
the publication of Germany’s formal pre- 
sentation of peace proposals furnished 
conclusive evidence that for the third 
time in the short period of less than 
three years the public had erred in its 
consensus judgment. During the week 
ending December 23 occurred one of the 
most severe and ruthless price declines 
in all the history of the market. In 
some instances practically all the gains 
made during the long period of price 
improvement of the present year were 
wiped out in less than one week. The 
whole market, as measured by the aver- 
age price of a representative list of is- 
sues, had by that time declined to an 


extent nearly equal to its previous gain. 
The constructive efforts of six months 
were destroyed practically over night, 
and paper fortunes, as well as liquid 
profits, were as quickly wiped away. 


Public Swayed by Price Changes 


The foregoing examples of faulty pub- 
lic judgment admit of but one sound 
conclusion. Consensus of opinion on the 
position of the market is wrongly based. 
Causes are lost sight of and public ac- 
tion in the market is based almost solely 
on appearances. The physiological in- 
fluence of price movement itself is largely 
the determining factor. Starting from 
a point made in the depths of depres- 
sion, an upward movement, if aggressive 
and sustained, will eventually have the 
effect of bringing about a conversion 
from bearishness to bullishness. It is 
unfailing. But since price movement is 


the result of a changed condition and 
not the cause of it, any trading attitude, 
other than that of the active in and out 
trader who sharply limits his risks, based 
upon price movement alone, is bound, 
sooner or later, to lead into difficulties. 

In the public’s case it is particularly 
dangerous for the reason that the great 
mass of the public which is attracted to 
the market does not respond to the in- 
fluence of price action until the move- 
ment has progressed far beyond the point 
of inception. Almost invariably the 
time of maximum public response or 
participation has marked the maximtim 
average height or depth of the price 
swing. Whenever the movement ex- 
tended further it has always returned 
quickly, and the important turning place, 
as established by subsequent markets, 
was later seen to have been at the point 
which attracted the largest public fol- 
lowing. 

Giving due consideration to the above, 
it would appear that wisdom in the mak- 
ing of market commitments demands 
that the operator detach himself from 
common influences. Politically it may be 
a pleasant thought to know that one voted 
for the successful candidate; to be one 
of the ruling majority. But in the mar- 
ket the best plan is one of independence. 
Whenever public sentiment seems to be 
unamiously in favor of advancing prices 
it may not be the proper time for going 
short of the market, but it assuredly is 
an advantageous time to take profits. It 
has seldom been a good time to enter 
the market on the buying side. Like- 
wise, when everybody else apparently 
arrives at the conclusion that the bottom 
is about to fall out of prices and that 
bull markets will never return, then, so 
precedent has it, is an excellent time for 
outright or generously margined pur- 
chases. The principle to keep in mind is 
to avoid action in concert with too much 
company. 


Scientific Profits 
If we can’t discover scientific methods to lower our costs 
long before this contract expires, we deserve to lose our 
business.—Daniel Guggenheim. 





| Se 





























Technical and Miscellaneous Inquiries 








Puts and Calls 


Q.—Will you kindly give me some informa- 
tion on Puts and Calls. Are they usually 
closed through a broker or through the source 
from whom they are purchased? Does it make 
any difference? How do they work as a pro- 
tection against marginal commitments? If the 
market declines in the face of a call, does it 
effect it, provide the period for which. it was 
purchased is still in force? Can Puts and Calls 
be used to advantage from week to week?— 
R. L. T., Cleveland, O. 

Ans.—Puts and Calls can be closed through 
any broker on the Exchange on which the 
pee is made out. That is, a paper endorsed 

y a New York Stock Exchange house would 
have to be closed through some member of the 
New York Stock Exchange, and a paper en- 
dorsed by a Consolidated member would have 
to be closed on that Exchange. The method of 
doing this is to notify the party from whom 
the put or call is purchased a few minutes 
before the time limit designated on the paper. 
and then give your order to buy or sell 
through your broker. You can notify the en- 
dorser of the put or call through your broker 
or personally. A Put or Call works as a pro- 
tection against a marginal commitment in this 
way. If you purchase 100 shares of a stock 
you can buy a put on the stock, and should it 
decline, you have a profit on your put, thereby 
protecting a loss on your long stock. This, of 
course, would act in the same manner on short 
stock, provided you buy a call against it. 

A decline in the face of a call only affects 
the value in so far as the price of the stock 
recedes from the calling price. In other words, 
a call is good until its time limit expires, no 
matter which way the market may go, and, of 
course, your profit on a call depends in the 
first place on how much you paid for it; and 
in the second place how much higher than the 
calling price the stock is selling for when you 
desire to close your trade. Puts and calls 
can be used to advantage from week to week, 
especially in such an erratic market as we have 
had in the past three weeks. How much ad- 
vantage depends on how close the put or call 
is to the market at the time of purchase. 

We might caution you to be sure to have all 
your puts or calls endorsed by a New York 
Stock Exchange House, as this endorsement 
insures the proper execution of them. 





Short Stock, Ex-Dividend 


Q.—On November 25 I bought 25 shares of 
Kennecott at 56%. Total cost, $1,406.25. De- 
cember 13 I placed order which read: Sell 25 
Kennecott stop. December 15, Kennecott 
opened 4834; ex-dividend sold as low as 45. 

y broker allowed me 46% and 1% points for 
dividend. 

This transaction showed me a total loss of 
$209.88. My contention is that my stock should 
have been sold at 48, and that I should have 
had the dividend of 1% points also. 

Please let me know if I am wrong. What 
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are the rules of the Stock Exchange?—R. M. L., 
Oil City, Pa." 

Ans.—We are of the opinion that your 
broker is correct in this transaction. As a 
general rule, when a stock is about to sell ex- 
dividend, the broker notifies his customer that. 
his stop will be reduced the amount of the 
dividend, although there are no definite rules 
covering a transaction of this kind in the New 
York Stock Exchange. 





Quotations in Big Market 


Q.—Kindly give me your opinion on the fol- 
lowing execution: Tuesday, at 10:55, Amer. 
Woolen sold at 5434. I immediately gave 
order to buy 20 shares at market; order clerk 
reports purchase at 11:10; bought 20 at 55%. 
Would you consider this good service? I have 
been stung like this time and again. Do you 
think it wise to change brokers, as this is a big 
handicap to active trading? There were about 
10 sales after my order had been given— 
J. B. C., New Orleans, La. 

Ans.—In the recent big markets the ticker 
has necessarily been way behind in reporting 
sales, and therefore it does not mean that you 
were “stung” because your order was executed 
at a higher price than the simultaneous quota- 
tion on the ticker. There is practically no 
way of overcoming this sort of a handicap, and 
the best thing to do, of course, is to deal with 
a thoroughly responsible broker. 





Stockholders’ Lists 


Q—I recently held 27 shares of Central 
Leather Common, the certificates being made 
out in my name. 

I neglected to return this property for taxa- 
tion, and was called before the County Auditor 
to explain. I am very curious to learn how 
he knew I owned this stock. Will you kindly 
advise me how you think this information was 
obtained.—B. K., Atlantic City, N. J. ; 

Ans.—The only way the County Auditor 
could have known you were a holder of the 
stock was, as far as we can see, that he 
might have secured a list of stockholders of 
the Central Leather Co. Such lists are some- 
times available, because any stockholder of a 
company has the right to look over the lists 
of stockholders. As far as the company itself 
divulging the fact of your being a stockholder, 
we do not believe that there is any chance at 
all of that. 





Lost Certificates 


Q.—In the case of a lost or stolen stock 
certificate, what is the right legal way to g° 
about this, in order to have a new certificate 
issued?—B. E. R., Mankato, Minn. 

Ans.—Each company has a different way of 
handling lost certificates and we suggest that 
you take up the matter with the transfer office 
of the company itself, and you will, no doubt, 


get. entire satis 
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~ COTTON AND GRAIN 








The Relation Between Cotton and Stocks 


Interlocking Interests in the Commodity Markets and the 
Stock Market 





By O. D. HAMMOND 





HE influences which affect the cot- 
ton market, as a rule, are entirely 
distinct and separate from those 

which cause the movements in the stock 
market. In normal times and under nor- 
mal conditions cotton and stocks and 
grain all move in their own spheres, each 
market being independent of the other. 
The news that causes a violent move up 
or down in stocks causes perhaps not a 
ripple in cotton and a panic in cotton is 
frequently ignored in the stock market. 
This lack of relationship between the two 
markets does, however, not always exist. 

For more than a year the’ public has 
been told that peace would be a bullish 
factor in the cotton market, until nine 
men out of every ten would have said 
that the easy road to fortune would be 
found in selling stocks and grain and in 
buying cotton on the first serious sug- 
gestion of peace. 

“Buy cotton and sell stocks” would 
have been a wise policy considering the 
temper of the public mind, if it had not 
been for a certain relationship between 
the cotton market and the stock market. 
Perhaps it would be more accurate to 
speak of the relationship of the men of 
the cotton market with the men of the 
stock market rather than the relation- 
ship existing between the two markets 
themselves. The interlocking of cotton 
and stock speculators-in the East and the 
interlocking of cotton and grain specu- 
lators in the West, deprived the cotton 
market of its usual independent position 
in its relation to other markets. Because 
the same men were long of cotton and 
of stocks and because the same men were 
long of cotton and grain, the cotton mar- 
ket was not—as it usually is—sui generis. 
The markets were made kin not by any 
general market conditions, but because 
of the identity of the speculators. 


The bull market in stocks lasting for 
nearly two years had drawn the attention 
of the “cotton crowd.” . Men who, as a 
rule, confine their activities to cotton 
alone were heavily committed in the stock 
market, and many men _ heretofore 
wedded to stock speculation alone were 
interested in the long side of the cotton 
market. The same thing was true in the 
grain market. The larger speculators 
had all grown venturesome with success 
and had spread their field of speculation 
over all three markets. 

The German peace overtures, general- 
ly believed to be bullish on cotton and 
bearish on stocks and grain, caused a vio- 
lent drop amounting almost to a panic in 
stocks—especially the so-called “war 
brides”—and in grain. Margin calls be- 
came frequent and heavy. To meet these 
margin calls long cotton was sacrificed. 
Some sold out their cotton to protect 
their stocks, some sold to protect their 
grain, some sold because it looked as if 
the bottom was going to drop out of 
everything. This sudden rush of selling 
in the cotton exchange completely upset 
all the preconceived ideas of peace being 
a bullish argument in cotton. Cotton 
began to break also. Then there were 
calls for more margins in the cotton mar- 
ket. The bear wave spread from the 
grain and stock market to the cotton 
market until conditions there became 
fully as disorganized as in the other mar- 
kets. 

In times of panic speculators are like 
sheep. They all jump when they see 
others jump or run when the others run. 
When the same body ‘of speculators are 
engaged in different markets they apply 
the same tactics to all the markets. 

Had the cotton market been as it is in 
normal times in the control of cotton 
men, and had the “cotton crowd” not 
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been mixed up in other markets a serious 
suggestion of peace would have been the 
signal for a burst of bullish activity, 
instead of a drop equal if not greater 


than that which occurred in grain or in 


the general stock list. All of which 
shows that a market can be no stronger 
than the men who make it. 








— ————— 


Peace as a Wheat Factor 








By P. S. KRECKER 





ITH peace in the air there natural- 
ly is much uncertainty in all spec- 
ulative markets and wide fluctu- 

ations are the rule. This condition is 
likely to continue until some definite, tan- 
gible result comes out of the efforts of 
Germany to end the war, whether this 
result be the complete rejection of her 
proposals or a conference of the nations 
to discuss terms. Weighing the situa- 
tion in the light of reason thoughtful 
men are coming to the conclusion that 
the end of the war is in sight. War is 
an abnormal state, European peoples are 
suffering severe hardships, millions of 
men have been exterminated. In the 
very nature of things such a situation 
must change, if not tomorrow or next 
month, in the next six months or twelve. 
This prospect must be borne steadfastly 
in mind by the trader in wheat and 
should guide his operations in the mar- 
ket. Two fundamental facts suggest 
themselves in this connection. In the 
first place, whatever the outcome of the 

eace moves now -under way, not one 
esti will be added to the world’s supply 
of wheat. If peace were to come to- 
morrow, the surplus would be no larger 
than it is today. In the second place, no 
new crops could be harvested for the 
next six months. In short, whatever 
wheat is available would have to suffice 
for the world’s needs until well into next 
summer. 

This supply is dangerously near the 
minimum, as shown by the special report 
issued by the International Institute of 
Agriculture at Rome. That report, it 
will be recalled, estimated the world’s 
crop, including 303,580,000 bushels of 
stored Russian wheat, at 3,491,263,224 
bushels against 4,062,567,000 the previ- 
ous year, a decrease of 25 per cent. It 


estimated world’s consumption this year 


at 3,836,648,364 bushels. That would 
leave a carry-over at the end of the sea- 
son of only 46,281,609 bushels, which is 
admittedly too narrow a margin. Only 
continued high prices would bring out 
invisible reserves and actually reduce the 
margin of carry-over to such small pro- 
portions. And should the carry-over be 
actually reduced to such a minimum, only 
large harvests the following season 
would suffice to feed the world. It 
would have dangerously little reserve to 
fall back upon. 

This being the fact it is of interest to 
take a long distance glance ahead and 
roughly figure on the outlook for the 
next harvests. The data at hand is nec- 
essarily meagre and insufficient. It 
merely points the way; it gives little 
actual information. The acreage sown 
to winter wheat in the United States is 
known, The government estimates it at 
40,090,000 acres. This is an increase of 
5,251,000 acres over the area harvested 
last summer and is about 10,000,000 acres 
above the five-year average, which is 
30,154,000 acres. The indicated yield of 
wheat from this sowing is 578,000,000 
bushels, an increase over the past year 
of nearly 100,000,000 bushels, and 84,- 
000,000 bushels larger than the five-year 
average yield. There thus has been an 
increase of 15 per cent in area sown and 
a promise of 20 per cent increased in 
wheat harvested. No allowance is made 
for either abandonment or deterioration 
in estimated yield. But it is worth ob- 
serving that abandonment of 11.4 per 
cent last year was above the average 
and that in the past every such season 
of extremely heavy abandonment is fol- 
lowed by a series of years of moderate 
loss from this cause. The crop appears 
to have made a fairly good start. 

India is reported to have increased her 
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wheat sown area by a million acres this 


year. Prospects are favorable and ger- 
mination has been good. The outlook is 
less favorable in Europe, where there has 
been a general reduction of acreage while 
scarcity of labor resulting in improper 
cultivation, and bad weather have im- 
paired prospects. In the light of what 
is known, therefore, the next world’s 
crop will not be materially larger than 
the last, certainly there will be no such 
large increase in production as might 
have been expected to result from high 
prices. The war would have to cease 
almost instantly to remedy this outlook. 
If it should not continue longer than next 
July, it even then would be too late to add 
a bushel to the crops through release of 
labor and land for cultivation. The in- 
evitable conclusion from this prospect 
and the small reserves already noted is 
that wheat values will maintain an ab- 
normally high average for another year. 

Foreigners are credited with having 
made large purchases of wheat on the 
break last month and it is expected that 
shipments from the Atlantic ports to 
Europe will continue on a large scale for 
weeks to come. European imports of 
wheat have been heavy, running well 
ahead of last year. This is shown in the 
compilation herewith of imports by 
countries from Aug. 1 to Nov. 27, which 
are the latest figures available: 





1916 1915 

Countries— Bushels Bushels 
United Kingdom.. 65,992,000 62,296,000 
Pramas {ssintaatas 112,000 13,840,000 
BDelolam <cisavces EES TPE LT 
Molen s.cscisake 18,560,000 13,312,000 
Commean® .<o3356ss6. Uke) > Saati 
Raby -.sccembaaees 18,432,000 32,624,000 
2M vccdeadaos 000 3,208,000 
Portugal. <dscacaas 112,000 2,424,000 
Gueeee sianieecksnn 5,448,000 4,984,000 
Scandinavia ...... 7,288,000 7,568,000 
All other countries 15,784,000 19,824,000 

Total. sscassonse 176,472,000 160,080,000 


Some interesting deductions can be 
made from this exhibit. It is apparent, 


in the first place, that France has suf- 
fered most of all the European coun- 


tries from crop shortage. That is nat- 
ural because such a large area of her 
land has fallen into enemy hands. Ac- 
cording to the French National Millers’ 
Association the crop of wheat of France 
this season was only 56,999,000 quintals 
of 220.2 pounds each. Counting reserves 
of old wheat, the deficit in supply was 
estimated at 104,536,000 bushels. Eng- 
land’s importations are only running 
slightly ahead of those of last year, from 
which it may be inferred that her needs 
are only moderately larger, while Italy 
is running far behind the previous year. 
Taking into account the natural rush to 
purchase wheat early in the season be- 
cause of the known scarcity, the tabula- 
tion of importations suggests that Europe 
will require less wheat this season than 
she did last. Exports from the United 
States and Canada to the end of 1916 
approximated 190,000,000 bushels, or 
slightly less than the previous year. It 
now is believed that North America has 
more wheat for export than was earlier 
estimated. The government revision of 
the crop added 32,000,000 bushels to the 
supply, while estimates of the Canadian 
surplus are somewhat higher. It is be- 
lieved that they can spare fully 100,000,- 
000 bushels in addition to what has gone 
forward. 

Estimates of the Argentine crop are 
lower. The latest report credits that 
country with a harvest of only 77,000,- 
000 bushels, against 172,000,000 the pre- 
vious year, and the export surplus in- 
cluding old wheat has been reduced in 
estimates to 26,000,000 bushels. Aus- 
tralia, on the other hand, has an esti- 
mated crop of 135,000,000 bushels and a 
surplus of close to 100,000,000 bushels. 
India’s surplus is estimated by native 
authorities at 100,000,000 bushels. These 
figures justify the conclusion that 
there is sufficient wheat to feed Europe. 
The problem of transportation continues 
acute. It is doubtful that conditions can 
be remedied materially until the war 
ends. 











“Did you ever think what you would do if you had Rockefeller’s Income?” 
“Yes, and I have often wondered what he would do if he had mine.”—The Lamb. 
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COTTON FACTS 
By Carl Geller. (Price, $1.00 Postpaid.) 


THIS is the October, 1916, edition of this 

well-known guide of the cotton trade. It 
is a handy reference book of great interest to 
all cotton operators, merchants, manufacturers 
and spinners. It gives them, without frills, the 
actual facts which will help them to make 
their commitments in the market. The author 
has gathered from official and reliable sources 
all available figures on crops, receipts, exports, 
stocks, home and foreign consumption, visible 
supply, prices and acreage of cotton in the 
United States and other countries for a series 
of years. 

All the important statistical data contained 
in previous issues have been brought up to 
date and several new tables have been added. 
Special attention is called to the new tables 
of important fluctuations of the January and 
July options on the New York Cotton Ex- 
change, from September 1, 1911, to August 
31, 1916; to the details of production of long- 
staple cotton in the United States to the table 
of statistics of cotton in Great Britain since 
1801; to the tables of yield of cotton in the 
United States by States from 1900 to 1915, and 
yield per acre by States for the same period, 
etc. A very comprehensive index enables you 
to find anything you need without loss of time. 





BROKERAGE ACCOUNTS 
By Frederick Simson Todman. (Price, $3.70 
Postpaid.) 


HE annual business turnover of the New 

York Stock Exchange, according to Mr. 

Todman, approximates $15,500,000,000, not in- 
cluding $800,000,000 in bond transactions. 

This, of course, involves an enormous 
amount of bookkeeping; and yet, this is the 
first and only book published on the technique 
of Wall Street accounting. What is more, 
there is not one broker in twenty who has 
the book in his office or even knows of it. 

The only explanation I can think of for this 
puzzling situation is that the subject has been 
sadly overlooked to the detriment of both the 
brokers and their customers. 

Be that as it may, this is a most complete 
and accurate Treatise on the Business of 
Brokerage, its accounting books and records. 

After defining the legal relation of cus- 
tomers and brokers and their respective duties 
and rights, the author describes each and 
everyone of the books and records used by 
brokers; also tells how they ought to be kept: 
Books of accounts, purchases and sales books, 
blotters, ledgers, “Borrowed and Loaned” 
books, customers’ stock margin records, 
miscellaneous stock records, clearing house 
sheets, etc., etc. 


To have the whole subject of brokerage ac- 
counting clearly understood, Mr. Todman then 
gives a series of transactions as carried out 
in actual practice and we thus follow an ac- 
count from the time it is opened until it is 
taken off the books. 

Cotton brokerage is treated with the same 
precision and minuteness: Cotton futures 
market, customers’ records, street records, 
settlements between brokers, contract dif- 
ferences, etc., etc. 

Special chapters are devoted to produce 
brokerage and brokerage auditing. 

Sixty pages of the book show the actual 
forms to be used so as to make the instruc- 
tions given in the text thoroughly plain and 
easy to follow. All in all, I do not see how 
a brokerage office can afford not to have a 
book of this kind. Incidentally, a good many 
of the brokers’ customers would be better 
off and would not have to studiously puzzle 
out their monthly statements, as they often 
do, if they had a clear understanding of the 
methods used in the Street for keeping track 
of the transactions and balancing the ace 
counts. 


WHAT EVERY BUSINESS WOMAN 
SHOULD KNOW 
By Lillian C. Kearney. (Price, $1.70 Postpaid.) 


H ERE is a book for the ladies, that they may 

know what their husbands are talking 
about when they talk business. I might add 
that any woman who will keep this book hid- 
den somewhere about the home or office— | 
for private reference—will have even the 
smartest of business men cornered, a good 
many times. 

She will know everything about bulls and 
bears, also lambs (those that are found in 
Wall Street). She will learn how to open a 
bank account, write her own check, keep her 
own books, mail, wire, cable, express and ship 
properly, correct proofs, insure her home or 
furniture, and a thousand other things besides. 
She will learn, for instance, the difference be- 
tween a gold brick and a gold bond, a chattel 
mortgage and a first mortgage, royalties and 
royalty. She will be told when and why an 
American woman may, unwittingly, become 4 
foreigner in her country, through marriage; 
also how to take care of important papers; 
how to write a business letter, or even become 
a notary public. Women are constantly en- 
croaching nowadays on men’s domain in our 
business life, some of them because they enjoy 
it and_some because they have business matters 
thrust upon them. In either case they ought to 
know as much about it as those they are so 
fast displacing. This volume, written by one 
who has had fifteen years’ experience in the 
business world, ought to be of great help 
along these lines. 
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